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TRANSITION PROPERTY PURCHASE AND SALE AGREEMENT 

between 

CL&P FUNDING LLC 

Note Issuer 

and 

THE CONNECTICUT LIGHT AND POWER COMPANY 

seller 

Dated as of March 30, 2001 

EXHIBIT 10.55 

This TRANSITION PROPERTY PURCHASE and SALE AGREEMENT, dated as of March 30, 
2001, is between CL and P Funding LLC, a Delaware limited liability company (the 
"Note Issuer"), and The connecticut Light and Power Company, a connecticut 
corporation (to~ether with its successors in interest to the extent permitted 
hereunder, the seller"). 

RECITALS 

WHEREAS, the Note Issuer desires to purchase the Trans1t1on Property (as 
defined herein) created pursuant to the Statute and the Financing order (each as 
defined herein); and 

WHEREAS, the seller is willing to sell the Transition Property to the Note 
Issuer. 

NOW, THEREFORE, in consideration of the premises and the mutual covenants 
herein contained, the parties hereto agree as follows: 

Article 1 

DEFINITIONS 

section 1.01. Definitions. whenever used in this Agreement, the 
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following words and phrases shall have the following meanings: 

"Administration Agreement" means the Administration Agreement dated as of 
March 30, 2001 between The Connecticut Light and Power company, as 
Administrator, and the Note Issuer, as amended and supplemented from time to 
time. 

"Agreement" means this Transition Property Purchase and sale Agreement, as 
amended and supplemented from time to time. 

Page 1 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 1 of 732



c Exhibit 10.1.txt 

"Authorized officer" means an officer of the seller listed on the list of 
Authorized officers delivered by the seller to the Note Trustee and the 
certificate Trustee on the date of issuance of the certificates (as such list 
may be modified or supplemented by the Seller from time to time). 

"Back-Up security Interest" has the meaning specified in section 2.01. 

"Basic Documents" means, collectively, this Agreement, the Note Indenture, 
the Declaration of Trust, the certificate Indenture, the servicing Agreement, 
the Administration Agreement, the Note Purchase Agreement, the underwriting 
Agreement, the Fee and Indemnity Agreement, the Inter-creditor Agreement and the 
swap Agreement. 

"Business Day" means any day other than a Saturday, a sunday or a day on 
which banking institutions or trust companies in New York, New York, Hartford, 
connecticut or wilmington, Delaware are authorized or obligated by law, 
regulation or executive order to remain closed. 

"certificate Indenture" means the certificate Indenture dated as of March 
30, 2001, between the certificate Issuer and the certificate Trustee, as amended 
and supplemented from time to time. 

"certificate Trustee" means the Person acting as trustee under the 
certificate Indenture. 

"certificateholders" has the meaning specified in section 1.01(a) of the 
certificate Indenture. 

"certificates" means the connecticut RRB Special Purpose Trust CL and P- 1 
Rate Reduction certificates issued under the certificate Indenture. 

"class A-4 swap Agreement" has the meaning specified in section 1.01 of the 
certificate Indenture. 

"class A-4 swap counterparty" has the meaning specified in section 
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1.01 of the certificate Indenture. 

"closing Date" means March 30, 2001. 

"collection Account" has the meaning specified in section 8.02(a) of the 
Note Indenture. 

"corporate Trust office" has the meaning specified in section 1.01(a) of 
the Note Indenture. 

"CTA" means the "competitive transition assessment" as defined in the 
statute. 

"Date of Breach" means, with respect to the repurchase obligation specified 
in section 5.01(b), the date of a breach of a representation or warranty that 
triggers such repurchase obligation. 

"Declaration of Trust" means the Declaration of Trust dated as of March 23, 
2001, among the Finance Authority and the Delaware Trustee, as amended and 
supplemented from time to time. 

"Delaware Trustee" means the Person acting as trustee under the Declaration 
of Trust. 
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"DPUC" means the connecticut Department of Public Utility control and any 

successor thereto. 

"DPUC Regulations" has the meaning specified in section 1.01 of the 
servicing Agreement. 

"Fee and Indemnity Agreement" means the Fee and Indemnity Agreement dated 
as of March 30, 2001 among the Note Issuer, the Delaware Trustee, the 
certificate Trustee, the Trust and the Finance Authority, as amended and 
supplemented from time to time. 

"Finance Authority" means, the State of Connecticut, acting through the 
office of the state Treasurer. 

"Financing order" means the order of the DPUC, issued on November 8, 2000 
and supplemented on December 12, 2000 and March 12, 2001 in DPUC-00- 05-01. 

"Fitch" means Fitch, Inc. or its successor. 

"Indemnified Person" has the meaning specified in section 5.01(c), section 
5.01(d), section 5.01(e) or in section 5.01(h), for the purposes set 
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forth therein. 

"Inter-creditor A!Jreement" means the Inter-creditor Agreement dated as of 
March 30, 2001 among C1ticorp North America, Inc., Citibank, N.A., the seller, 
the Note Trustee, the Note Issuer and CL and P Receivables corporation, as 
amended, supplemented or modified from time to time. 

"Issuance Advice Letter" means the initial Issuance Advice Letter, dated 
March 28, 2001, filed with the DPUC by the seller pursuant to the Financing 
order. 

"Lien" means a security interest, lien, charge, pledge or encumbrance of 
any kind. 

"Losses" has the meaning specified in section 5.01(e). 

"Moody's" means Moody's Investors service, Inc. or its successor. 

"Note Indenture" means the Note Indenture dated as of March 30, 2001, 
between the Note Issuer and the Note Trustee, as amended and supplemented from 
time to time. 

"Note Issuer" has the meaning set forth in the preamble of this Agreement. 

"Note Purchase Agreement" means the Note Purchase Agreement dated as of 
March 30, 2001 between the Note Issuer and the Trust, as amended and 
supplemented from time to time. 

"Note Register" has the meaning specified in section 2.05 of the Note 
Indenture. 

"Note Trustee" means the Person acting as trustee under the Note Indenture. 

"Noteholder" or "Holder" means the Person in whose name a Note is 
registered on the Note Register. 

"Notes" means the CL and P Funding LLC Notes issued under the Note 
Indenture. 
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"officer's certificate" means a certificate signed by the chairman of the 

board, the chief executive officer, the president, the vice chairman of the 
board, any vice president, the treasurer, any assistant treasurer, the 
secretary, any assistant secretary, the controller or the finance manager of the 
seller. 

"operating Expense" has the meaning specified in section 1. 01(a) of 
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the Note Indenture. 

"opinion of counsel'' means one or more written op1n1ons of counsel who may 
be an employee of or counsel to the party providing such opinion of counsel, 
which counsel shall be reasonably acceptable to the party receiving such opinion 
of counsel. 

"outstanding Amount" has the meaning specified in section 1.01(a) of the 
Note Indenture. 

"overcollateralization subaccount" has the meaning specified in section 
8.02(a) of the Note Indenture. 

"Person" means any individual, corporation, limited liability company, 
estate, partnership, joint venture, association, joint stock company, trust 
(including any beneficiary thereof), unincorporated organization or government 
or any agency or political subdivision thereof. 

"Rating Agencies" means, collectively, s and P, Moody's and Fitch. 

"Repurchase Date" means the date that is five Business Days after the date 
that is (i) if the terms of section 5.01(b)(i)(A) and section 5.01(b)(i)(B)(2) 
are applicable, two Business Days after the Date of Breach if the seller fails 
to make the deposit required by section 5.01(b)(i)(B)(2) or 90 days after the 
Date of Breach if the seller makes the deposit required by section 
5.01(b)(i)(B)(2); (ii) if the terms of section 5.01(b)(ii) are applicable, 90 
days after the Date of Breach; and (iii) if the terms of section 5.01(b)(i)(A) 
and section 5.01(b)(i)(B)(1) are applicable, 90 days after the Date of Breach. 

"Repurchase Price" has the meaning specified in section 5.01(b)(i). 

"Required overcollateralization Level" has the meaning specified in 
section 1.01(a) of the Note Indenture. 

"RRB charge" means the portion (which may become all) of the seller's CTA 
designated pursuant to the Financing order as the RRB charge, as the same may be 
adjusted from time to time as provided in the Financing order, and may in the 
future include a pro rata component of any exit fee collected pursuant to 
Section 16-245w of the connecticut General statutes. 

"RRB charge collections" has the meaning specified in section 1.01 of the 
servicing Agreement. 
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"seller" has the meaning set forth in the preamble of this Agreement. 

"servicer Default" means an event specified in section 7.01 of the 
servicing Agreement. 

"servicing Agreement" means the Transition Property servicing Agreement 
dated as of March 30, 2001 between The connecticut Light and Power company, as 
servicer, and the Note Issuer, as amended and supplemented from time to time. 
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"s and p" means Standard and Poor's Ratings Services, a division of The 
McGraw Hill companies, Inc. or its successor. 

"state Treasurer" means the Treasurer of the State of connecticut. 

"statute" means connecticut General Statutes 16-245e through and including 
16-245k. 

"swap Agreement" means any interest rate swap a!;Jreement entered into by the 
certificate Issuer with respect to any class of cert1ficates, including, without 
limitation, the ISDA Master Agreement and the related schedule and confirmation 
between the certificate Issuer and a swap counterparty, as same may be amended 
or supplemented from time to time. 

"swap counterparty" has the meaning specified in section 1.01 of the 
certificate Indenture. 

"Transition Property" means the transition property that exists under order 
6 of Exhibit c to the Financing order, including, without limitation, and as 
provided therein, the RRB charge included in special contract customer rates. 

"Trust" or "certificate Issuer" means connecticut RRB special Purpose Trust 
CL and P-1, a Delaware business trust. 

"underwriting Agreement" means the underwriting Agreement dated as of March 
27, 2001 among The connecticut Light and Power company, the Note Issuer and the 
underwriters named therein. 

section 1.02. Other Definitional Provisions. 

(a) All terms defined in this Agreement shall have the defined meanings 
when used in any certificate or other document made or delivered pursuant hereto 
unless otherwise defined therein. 
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(b) The words "hereof," "herein," "hereunder" and words of similar import, 
when used in this A!;Jreement, shall refer to this Agreement as a whole and not to 
any particular prov1sion of this Agreement; section, schedule and Exhibit 
references contained in this Agreement are references to Sections, schedules and 
Exhibits in or to this A!;Jreement unless otherwise specified; and the term 
"including" shall mean "1ncluding without limitation". 

(c) The definitions contained in this Agreement are applicable to the 
singular as well as the plural forms of such terms. 

Article 2 

CONVEYANCE OF TRANSITION PROPERTY 

section 2.01. conveyance of Transition Property. In consideration of the 
Note Issuer's delivery to or upon the order of the seller of 1,431,369,048.94 
dollars net of underwriting discounts and commissions, original issue discount, 
if any, and other fees and expenses, the seller does hereby irrevocably sell, 
transfer, assign, set over and otherwise convey to the Note Issuer, WITHOUT 
RECOURSE OR WARRANTY, except as specifically set forth herein, all right, title 
and interest of the seller in and to the Transition Property (such sale, 
transfer, assignment, setting over and conveyance of the Transition Property 
includes, to the fullest extent permitted by the Statute, the assignment of all 
revenues, collections, claims, payments, money or proceeds of or arising from 
the RRB charge pursuant to the Financing order) and copies of all books and 
records related thereto. such sale, transfer, assignment, setting over and 
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conveyance is hereby expressly stated to be a sale and , pursuant to Section 
16-245k(h) of the Statute, shall be treated as an absolute transfer of all of 
the seller's right, title and interest in (as in a true sale), and not as a 
pledge or other financing of, the Transition Property. If such sale, transfer, 
assignment, setting over and conveyance is held by any court of competent 
jurisdiction not to be a true sale as provided in section 16- 245k(h) of the 
statute, then such sale, transfer, assignment, setting over and conveyance shall 
be treated as the creation of a security interest in the Transition Property and 

, without prejudice to its position that it has absolutely transferred all of 
its rights in the Transition Property (including, to the fullest extent 
permitted by the Statute, the assignment of all revenues, collections, claims, 
payments, money or proceeds of or arising from the RRB charge pursuant to the 
Financing order) to the Note Issuer, 
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the seller hereby grants a security interest in the Transition Property to the 
Note Issuer (the ''Back-up security Interest''). such sale, transfer, assignment, 
setting over and conveyance of the Transition Property includes the right to use 
the seller's computer software system to access and create copies of all books 
and records related to the Transition Property. 

Article 3 

REPRESENTATIONS and WARRANTIES OF SELLER 

subjec~ to section 3.09 hereof, the seller makes the following 
representat1ons and warranties, as of the closing Date, on which the Note Issuer 
has relied in acquiring the Transition Property. 

section 3.01. organization and Good Standing. The seller is duly organized 
and validly existing as a corporation in good standing under the laws of the 
state of connecticut, with the requisite corporate power and authority to own 
its properties as such properties are currently owned and to conduct its 
business as such business is now conducted by it, and has the requisite 
corporate power and authority to own the Transition Property. 

section 3.02. Due Qualification. The seller is duly qualified to do 
business as a foreign corporation in good standing, and has obtained all 
necessary licenses and approvals, in all jurisdictions in which the ownership or 
lease of property or the conduct of its business shall require such 
qualifications, licenses or approvals (except where the failure to so qualify or 
obtain such licenses and approvals would not be reasonably likely to have a 
material adverse effect on the seller's business, operations, assets, revenues 
or properties). 

section 3.03. Power and Authority. The seller has the requisite corporate 
power and authority to execute and deliver this Agreement and to carry out its 
terms; and the execution, delivery and performance of this Agreement have been 
duly authorized by all necessary corporate action on the part of the seller. 

section 3.04. Binding obligation. This Agreement constitutes a legal, valid 
and binding obligation of the seller enforceable against it in accordance with 
its terms, subject to applicable insolvency, reorganization, moratorium, 
fraudulent transfer and other laws relating to or affecting creditors' or 
secured parties' rights generally from time to time in effect and to general 
principles of equity (including concepts of materiality, 
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reasonableness, ~ood faith and fair dealing), regardless of whether considered 
in a proceeding 1n equity or at law. 
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section 3.05. No violation. The consummation of the transactions 

contemplated by this Agreement and the fulfillment of the terms hereof do not: 
(i) conflict with or result in any breach of any of the terms and provisions of, 
nor constitute (with or without notice or lapse of time) a default under, the 
articles of organization or by-laws of the seller, or any material indenture, 
agreement or other instrument to which the seller is a party or by which it is 
bound; (ii) result in the creation or imposition of any Lien upon any of the 
seller's properties pursuant to the terms of any such indenture, agreement or 
other instrument (other than any Lien that may be granted under the Basic 
Documents or any Lien created pursuant to section 245k(g) of the Statute); or 
(iii) violate any existing law or any existing order, rule or regulation 
applicable to the seller of any court or of any federal or state regulatory 
body, administrative agency or other governmental instrumentality having 
jurisdiction over the seller or its properties. 

section 3.06. No Proceedings. There are no proceedings pending and , to the 
seller's knowledge, there are no proceedings threatened and , to the seller's 
knowledge, there are no investigations pendin~ or threatened, before any court, 
federal or state re~ulatory body, administrat1ve agency or other governmental 
instrumentality hav1ng jurisdiction over the seller or its properties involving 
or relating to the seller or the Note Issuer or, to the seller's knowledge, any 
other Person: (i) asserting the invalidity of this Agreement, any of the other 
Basic Documents, the Notes, the certificates, the Statute or the Financing 
order, (ii) seeking to prevent the issuance of the Notes or the certificates or 
the consummation of any of the transactions contemplated by this Agreement or 
any of the other Basic Documents, (iii) seeking any determination or ruling that 
might materially and adversely affect the performance by the seller of its 
obligations under, or the validity or enforceability of, this Agreement, any of 
the other Basic Documents, the Notes or the certificates or (iv) seeking to 
adversely affect the federal or state income tax classification of the Notes or 
the Certificates as debt. 

section 3.07. Approvals. No approval, authorization, consent, order or 
other action of, or filing with, any court, federal or state regulatory body, 
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administrative agency or other governmental instrumentality is required in 
connection with the execution and delivery by the seller of this Agreement, the 
performance by the seller of the transactions contemplated hereby or the 
fulfillment by the seller of the terms hereof, except those that have been 
obtained or made and those that the Seller, in its capacity as servicer under 
the servicing Agreement, is required to make in the future pursuant to the 
servicing Agreement and post closing filings required in connection therewith. 

section 3.08. The Transition Property. 

(a) Title. It is the intention of the parties hereto that the transfer and 
assignment herein contemplated constitute a sale of the Transition Property from 
the seller to the Note Issuer and that no interest in, or title to, the 
Transition Property shall be part of the seller's estate in the event of the 
filing of a bankruptcy petition by or against the Seller under any bankruptcy 
law. No portion of the Transition Property has been sold, transferred, assigned 
or pledged by the seller to any Person other than the Note Issuer. on the 
closing Date, immediately upon the sale hereunder, the seller has transferred, 
sold and conveyed the Transition Property to the Note Issuer, free and clear of 
all Liens, except for any Lien created pursuant to section 16-245k(g) of the 
statute and any Lien that may be granted under the Basic Documents, and pursuant 
to section 16-245k(h) of the Statute such transfer shall be treated as an 
absolute transfer of all of the seller's right, title and interest (as in a true 
sale), and not as a pledge or other financing of, the Transition Property. 

(b) Transfer Filings. on the closing Date, immediately upon the sale 
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hereunder, the Transition Property has been validly transferred and sold to the 
Note Issuer, the Note Issuer shall own all such Transition Property free and 
clear of all Liens (including the Lien of the seller's first mortgage indenture 
but excluding any Lien created pursuant to section 16-245k(g) of the Statute and 
any Lien that may be granted under the Basic Documents) and all filings to be 
made by the seller (including filings with the DPUC under the Statute) necessary 
in any jurisdiction to give the Note Issuer an ownership interest (subject to 
any Lien created pursuant to section 16- 245k(g) of the Statute and any Lien 
that may be granted under the Basic Documents) in the Transition Property have 
been made. No further action is 
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required to maintain such ownership interest (subject to any Lien created 
pursuant to section 16-245k(g) of the Statute and any Lien that may be granted 
under the Basic Documents). Filings have also been made to the extent required 
by connecticut General Statutes section 42a-9-204, 42a-9-205, 42a-9-401, 
42a-9-402 and 42a-9-403 to perfect the Back-up security Interest granted by the 
seller to the Note Issuer (subject to any Lien created pursuant to section 
16-245k(g) of the Statute and any Lien that may be granted under the Basic 
Documents). 

(c) Financing order and Issuance Advice Letter; Other Approvals. on the 
closing Date, under the laws of the State of connecticut and the united States 
in effect on the closing Date, (i) the Financing order pursuant to which the 
Transition Property has been created is in full force and effect; (ii) the 
certificateholders are entitled to the protections of the Statute and , 
accordingly, the Financing order is not revocable by the DPUC; (iii) the State 
of connecticut may neither limit nor alter the CTA, the Transition Property, or 
the Financing order and all rights thereunder until the certificates, to9ether 
with interest thereon, are fully met and discharged, absent a demonstrat1on that 
an impairment is narrowly-tailored and is necessary to advance an important 
public interest, such as responding to a ''great public calamity;'' provided that 
the state of connecticut is not precluded from such limitation or alteration if 
and when adequate provision shall be made by law for the protection of the 
owners of the Transition Property and certificateholders; (iv) except for 
periodic adjustments to the RRB charge required under the Statute, the DPUC 
shall not have authority either by rescinding, altering, or amending the 
Financing order or otherwise, to revalue or revise for ratemaking purposes the 
stranded costs, or the costs of providing, recovering, financing, or refinancing 
the stranded costs, determine that the CTA is unjust or unreasonable, or in any 
way reduce or impair the value of Transition Property either directly or 
indirectly by taking the CTA into account when setting other rates for the 
seller; nor shall the amount of revenues arisin9 with respect thereto be subject 
to reduction, impairment, postponement, or term1nation; (v) the process by which 
the Financin9 order was adopted and approved, and the Financing order and 
Issuance Adv1ce Letter themselves, comply with all applicable laws, rules and 
regulations; (vi) the Issuance Advice Letter has been filed in accordance with 
the Financing order; (vii) no other approval, authorization, consent, order or 
other action of, or filing with, any court, Federal or state regulatory body, 
administrative agency or other governmental 
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instrumentality is required in connection with the creation or sale of the 
Transition Property, except those that have been obtained or made and post 
closing filings required in connection therewith and those that the seller, in 
its capacity as servicer under the servicing Agreement, is required to make in 
the future pursuant to the servicing Agreement; (vii) under the Statute, the 
limit contained in section 16-244c(a)(2) of the connecticut General statutes on 
standard offer service rates may be exceeded if necessary to establish, fix or 
revise the CTA (including the RRB charge) at a level sufficient to pay principal 
of and interest on the certificates and related expenses, to pay stranded costs 
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that are not recovered through the issuance of rate reduction bonds, and to pay 
capital costs specified in the Statute; and (viii) the State of connecticut, in 
the exercise of its executive or legislative powers, may not repeal or amend the 
Statute or the Financing order, or take any action in contravention of the 
pledge by the State of connecticut in section 16-245j(b) of the Statute without 
paying just compensation to the Certificateholders, as determined by a court of 
competent jurisdiction, if this action would constitute a permanent 
appropriat1on of a substantial property interest of certificateholders in the 
Transition Property and deprive the certificateholders of their reasonable 
expectations arising from their investments in the certificates. 

(d) Assumptions. on the closing Date, based upon the information available 
to the seller on the closing Date, the assumptions used in calculating the 
initial RRB charge are reasonable and are made in good faith. Notwithstanding 
the foregoing, the seller makes no representation or warranty that the 
assumptions used in calculating such RRB charge will in fact be realized. 

(e) creation of Transition Property. Upon the effectiveness of the 
Financing order and the Issuance Advice Letter: (i) all of the Transition 
Property constitutes an existing property right; (ii) the Transition Property 
includes the right, title and interest in and to all revenues, collections, 
claims, payments, money, or proceeds of or arising from the RRB charge 
(including, without limitation, the RRB charge included in special contract 
customer rates), as adjusted from time to time pursuant to the Financing order, 
and all rights to obta1n adjustments to the RRB charge pursuant to the Financing 
order; and (iii) the owner of the Transition Property is legally entitled to 
collect payments in respect of the RRB charge in the aggregate sufficient to pay 
the interest on and principal of the Notes, 
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to pay the fees and expenses of servicing the Notes and the certificates, to 
replenish the capital subaccount to the Required Capital Level and to fund the 
overcollateralization subaccount to the Required overcollateralization Level 
until the Notes and the Certificates are paid in full. Notwithstanding the 
foregoing, the seller makes no representation or warranty that any amounts 
actually collected in respect of the RRB charge will in fact be sufficient to 
meet payment obligations with respect to the Notes and the certificates. 

(f) Prospectus. As of the date hereof, the information describing the 
seller in "The seller and servicer" section of the prospectus dated March 27, 
2001 offering the Notes and the Certificates is correct in all material 
respects. 

section 3.09. Limitations on Representations and warranties. 
Notwithstanding any other provisions of this Agreement, the seller will not be 
in breach of any representation or warranty as a result of a chan~e in law by 
means of a legislative enactment or constitutional amendment or (1f such means 
become available in the future) referendum or initiative petition. 
Notwithstanding anything to the contrary in this Agreement, the seller makes no 
representation or warranty that any amounts actually collected in respect of the 
RRB charge will in fact be sufficient to meet payment obligations with respect 
to the Notes and the certificates or that the assumptions used in calculating 
the RRB charge will in fact be realized nor shall the seller be obligated to 
reduce, or accept a reduction of, any rates or charges to which it would 
otherwise be entitled in respect of services rendered or to be rendered to 
customers in order to permit the payment of the RRB charge. 

Article 4 

COVENANTS OF THE SELLER 

section 4.01. corporate Existence. so long as any of the Notes are 
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outstanding, the seller (a) will keep in full force and effect its existence, 
rights and franchises as a corporation under the laws of the jurisdiction of its 
organization and (b) will obtain and preserve its qualification to do business, 
in each case to the extent that in each such jurisdiction such existence or 
qualification is or shall be necessary to protect the validity and 
enforceability of this Agreement, the other Basic 
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Documents to which the seller is a party and each other instrument or agreement 
necessary or appropriate to the proper administration of this Agreement and the 
transactions contemplated hereby. 

section 4.02. No Liens. Except for the conveyances hereunder or any Lien 
under section 16-245k(g) of the Statute or for the benefit of the Note Issuer, 
the seller will not sell, pledge, assign or transfer, or grant, create, or incur 
any Lien on, any of the Transition Property, or any interest therein, and the 
seller shall defend the right, title and interest of the Note Issuer and the 
Note Trustee in, to and under the Transition Property against all claims of 
third parties claiming through or under the seller. The connecticut Light and 
Power company, in its capacity as seller, will not at any time assert any Lien 
against, or with respect to, any of the Transition Property. 

section 4.03. Delivery of Collections. If the Seller receives any payments 
in respect of the RRB charge or the proceeds thereof when it is not acting as 
the servicer, the seller agrees to pay to the servicer all payments received by 
it in respect thereof as soon as practicable after receipt thereof by it. 

section 4.04. Notice of Liens. The seller shall notify the Note Issuer and 
the Note Trustee promptly after becoming aware of any Lien on any of the 
Transition Property, other than the conveyances hereunder, any Lien under the 
Basic Documents or any Lien under section 16-245k(g) of the Statute or for the 
benefit of the Note Issuer. 

section 4.05. compliance with Law. The seller hereby agrees to comply with 
its organizational and governing documents and all laws, treaties, rules, 
regulations and determinations of any governmental instrumentality applicable to 
it, except to the extent that failure to so comply would not adversely affect 
the Note Issuer's or the Note Trustee's interests in the Transition Property or 
under any of the other Basic Documents to which the seller is party or the 
seller's performance of its obligations hereunder or under any of the other 
Basic Documents to which it is party. 

section 4.06. covenants Related to Notes and Transition Property. 

(a) so long as any of the Notes are outstanding, the seller shall treat the 
Notes as debt of the Note Issuer and not of the seller, except for 
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financial accounting or tax reporting purposes. 

(b) so long as any of the Notes are outstanding, the seller shall indicate 
in its financial statements that it is not the owner of the Transition Property 
and that the assets of the Note Issuer are not available to pay creditors of the 
seller or any of its Affiliates (other than the Note Issuer). 

(c) so long as any of the Notes are outstanding, the seller shall disclose 
the effects of all transactions between the Seller and the Note Issuer in 
accordance with generally accepted accounting principles. 

(d) so long as any of the Notes or certificates are outstanding, the seller 
shall not own or purchase any Notes or certificates. 
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(e) The seller agrees that, upon the sale by the seller of the Transition 
Property to the Note Issuer pursuant to this Agreement, (i) to the fullest 
extent permitted by law, including the Statute and applicable DPUC Regulations, 
the Note Issuer shall have all of the rights originally held by the seller with 
respect to the Transition Property, including the right (subject to the terms of 
the servicing Agreement) to exercise any and all rights and remedies to collect 
any amounts payable by any customer or third party supplier in respect of the 
Transition Property, notwithstanding any objection or direction to the contrary 
by the seller and (ii) any payment by any customer or third party supplier to 
the Note Issuer shall discharge such customer's or third party supplier's 
obli~ations in respect of the Transition Property to the extent of such payment, 
notw1thstanding any objection or direction to the contrary by the seller. 

(f) so long as any of the Notes are outstanding, (i) (A) the seller shall 
affirmatively certify and confirm that it has sold the Transition Property to 
the Note Issuer (other than for financial accounting or tax reporting purposes), 
and (B) the seller shall not make any statement or reference in respect of the 
Transition Property that is inconsistent with the ownership thereof by the Note 
Issuer (other than for financial accounting or tax reporting purposes), and (ii) 
the seller shall not take any action in respect of the Transition Property 
except solely in its capacity as the servicer thereof pursuant to the servicing 
Agreement or as otherwise contemplated by the Basic Documents. 

section 4.07. Protection of Title. The seller shall execute and file such 
filings, including filings with the DPUC pursuant to the Statute and 
<PAGE> 

uniform commercial code continuation statements, and cause to be executed and 
filed such filings, all in such manner and in such places as may be required by 
law fully to preserve, maintain and protect the ownership interest of the Note 
Issuer in the Transition Property, including all filings required under the 
Statute relating to the transfer of the ownership interest in the Transition 
Property by the seller to the Note Issuer and the continued perfection of such 
ownership interest. The seller shall deliver (or cause to be delivered) to the 
Note Issuer file-stamped copies of, or filing receipts for, any document filed 
as provided above, as soon as available following such filing. The seller shall 
institute any action or proceeding necessary to compel performance by the DPUC 
or the State of connecticut of any of their obligations or duties under the 
statute or the Financing order, and the seller agrees to take such legal or 
administrative actions, including defending against or instituting and pursuing 
legal actions and appearing or testifying at hearings or similar proceedings, as 
may be reasonably necessary (i) to protect the Note Issuer, the Noteholders, the 
certificateholders, the Note Trustee, the Delaware Trustee, the certificate 
Trustee, the certificate Issuer, the State of connecticut, the Finance 
Authority, the state Treasurer, agencies of the state of Connecticut and any of 
their respective affiliates, officials, officers, directors, employees, 
consultants, counsel and agents from claims, state actions or other actions or 
proceedings of third parties which, if successfully pursued, would result in a 
breach of any representation set forth in Article III or (ii) to block or 
overturn any attempts to cause a repeal of, modification of or supplement to the 
statute, the Financing order, any Advice Letter or the rights of Noteholders by 
legislative enactment or constitutional amendment that would be adverse to the 
Note Issuer, the Note Trustee or the Noteholders. If the servicer performs its 
obligations under section 5.02(d) of the servicing Agreement in all respects, 
such performance shall be deemed to constitute performance of the seller's 
obligations pursuant to the immediately preceding sentence. In such event, the 
seller agrees to assist the servicer as reasonably necessary to perform its 
obligations under section 5.02(d) of the servicing Agreement in all respects. 
The costs of any such actions or proceedings shall be payable from RRB charge 
Collections as an Operating Expense in accordance with the priorities set forth 
in section 8.02(d) of the Note Indenture. The seller's obligations pursuant to 
this 
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section 4.07 shall survive and continue notwithstanding the fact that the 
payment of operating Expenses pursuant to section 8.02(d) of the Note Indenture 
may be delayed (it being understood that the seller may be required to advance 
its own funds to satisfy its obligations hereunder). 

section 4.08. Nonpetition covenants. Notwithstanding any prior termination 
of this Agreement or the Note Indenture, but subject to the DPUC's right to 
order the sequestration and payment of revenues arising with respect to the 
Transition Property notwithstanding any bankruptcy, reorganization or other 
insolvency proceedings with respect to the seller pursuant to section 16-245k(e) 
or section 16-245k(g) of the Statute, the seller shall not, prior to the date 
which is one year and one day after the termination of the Note Indenture, 
petition or otherwise invoke or cause the Note Issuer to invoke the process of 
any court or government authority for the purpose of commencing or sustaining a 
case a9ainst the Note Issuer under any Federal or state bankruptcy, insolvency 
or sim1lar law, appointin9 a receiver, liquidator, assignee, trustee, custodian, 
sequestrator or other sim1lar official of the Note Issuer or any substantial 
part of the property of the Note Issuer, or ordering the winding up or 
liquidation of the affairs of the Note Issuer. 

section 4.09. Taxes. so long as any of the Notes are outstanding, the 
seller shall, and shall cause each of its subsidiaries to, pay all material 
taxes, assessments and governmental charges imposed upon it or any of its 
properties or assets or with respect to any of its franchises, business, income 
or property before any penalty accrues thereon if the failure to pay any such 
taxes, assessments and governmental charges would, after any applicable grace 
periods, notices or other similar requirements, result in a lien on the 
Transition Property; provided that no such tax need be paid if the seller or one 
of its subsidiaries is contesting the same in good faith by appropriate 
proceedin9s promptly instituted and diligently conducted and if the seller or 
such subs1diary has established appropriate reserves as shall be required in 
conformity with generally accepted accounting principles. 

section 4.10. Additional sales of Transition Property. so long as any of 
the Notes are outstanding, the seller shall not sell any transition property (as 
defined in the statute) to secure another issuance of rate reduction bonds (as 
defined in the Statute) if it would cause the then existing ratings on any class 
of certificates from the Rating Agencies to be 

<PAGE> 

withdrawn or downgraded. 

section 4.11. Issuance Advice Letter. The seller hereby agrees not to 
withdraw the filing of the Issuance Advice Letter with the DPUC. 

section 4.12. Maintenance of working Papers. so long as any of the Notes 
are outstanding, the seller shall keep and maintain any and all working papers, 
reports and other documents used by the firm of Independent certified public 
accountants in the preparation of its letter letters delivered on the Issuance 
Date to the Note Issuer and the Note Trustee pursuant to section 2.10(g) of the 
Note Indenture and section 6(k) of the underwriting Agreement. 

Article 5 

THE SELLER 

section 5.01. Liability of seller; Indemnities. 

(a) The seller shall be liable in accordance herewith only to the 
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extent of the obligations specifically undertaken by the seller under this 
Agreement. 

(b) In the event of a breach by the seller of any representation and 
warranty specified in sections 3.08(c) or 3.08(e) that has a material adverse 
effect on the certificateholders, the seller shall repurchase the Transition 
Property from the Note Issuer at a purchase price equal to the then outstanding 
principal amount of the Notes and all accrued and unpaid interest thereon, 
excluding any premium or penalty of any kind (the "Repurchase Price"), as of the 
Repurchase Date; provided, however, that the seller shall not be obligated to 
repurchase the Transition Property if (A) within 90 days after the Date of 
Breach such breach is cured or the seller takes remedial action such that there 
is not and will not be a material adverse effect on the certificateholders as a 
result of such breach and (B) either (1) if the seller had, immediately prior to 
the Date of Breach, a long term debt rating of at least "A3" by Moody's and 
"BBB" or the equivalent by s and P or Fitch, and the seller enters into a 
binding agreement with the Note Issuer to pay any amounts necessary so that all 
interest payments due on the Notes during such 90-day period will be paid in 
full, or (2) if the seller does not have such long term debt ratings, the seller 
deposits, within two Business Days after the Date of Breach, an amount in escrow 
with the Note Trustee sufficient, taking into account amounts on deposit in the 
collection 
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Account which will be available for such purpose, to pay all interest payments 
which will become due on the Notes during such 90-day period. 

(i) In the event of a breach by the seller of any representation and 
warranty specified in sections 3.01, 3.03, 3.04, 3.05, 3.06, 3.08(a) or 
3.08(b) that has a material adverse effect on the certificateholders, if 
within 90 days after the Date of Breach such breach has not been cured or 
the seller has not taken remedial action such that there is not and will 
not be a material adverse effect on the certificateholders as a result of 
such breach, then the seller shall repurchase the Transition Property from 
the Note Issuer for the Repurchase Price on the Repurchase Date. 

(ii) Notwithstanding any other provision of this Agreement, upon the 
payment by the seller of the Repurchase Price pursuant to this section 
5.01(b), neither the Note Issuer nor any other Person shall have any other 
claims, rights or remedies against the seller under, arising from or with 
respect to this Agreement, except as set forth in sections 5.01(b)(iv), 
5.01(c), 5.01(d) and 5.01(h). 

(iii) The seller acknowledges that, upon the repurchase of the 
Transition Property pursuant to this section 5.01(b), the class A-4 swap 
Agreement (as defined in the certificate Indenture) will terminate. The 
seller will indemnify, defend and hold harmless the class A-4 swap 
counterparty for any Losses that may be imposed on, incurred by or asserted 
against the class A-4 swap counterparty as a result of such termination. 

(c) subject to section 5.01(i), the seller shall indemnify the Note 
Issuer, the Note Trustee, the Certificate Trustee, the Delaware Trustee, the 
state of connecticut, the Finance Authority, the state Treasurer, agencies of 
the state of connecticut, the certificate Issuer, the Noteholders, the 
certificateholders and any swap counterparty (each an "Indemnified Person" for 
purposes of this section 5.01(c) and section 5.01(i)) for, and defend and hold 
harmless each such Indemnified Person from and against, any and all taxes (other 
than taxes imposed on Noteholders or certificateholders solely as a result of 
their ownership of Notes or certificates, respectively) that may at any time be 
imposed on or asserted against any such Person under existing law as of the 
closing Date as a result of the sale of the Transition Property to the Note 
Issuer, including any sales, gross receipts, general corporation, tangible 
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personal property, privilege or license taxes; provided, however, that the 
Noteholders, the certificateholders and any swap counterparty shall be entitled 
to enforce their rights against the seller 

<PAGE> 

under this section 5.01(c) solely throu~h a cause of action brought for their 
benefit by the Note Trustee or the cert1ficate Trustee, as the case may be. 

(d) subject to section 5.01(i), the seller shall indemnify the Note 
Issuer, the Note Trustee, the certificate Trustee, the Delaware Trustee, the 
State of connecticut, the Finance Authority, the State Treasurer, agencies of 
the State of connecticut, the certificate Issuer, the Noteholders, the 
certificateholders and any swap counterparty (each an "Indemnified Person" for 
purposes of this section 5.01(d) and section 5.01(i)) for, and defend and hold 
harmless each such Indemnified Person from and against, any and all taxes that 
may be imposed on or asserted against any such Indemnified Person under existing 
law as of the closing Date as a result of the issuance and sale by the Note 
Issuer of the Notes, the issuance and sale by the Trust of the certificates or 
the other transactions contemplated herein, including any sales, gross receipts, 
general corporation, tangible personal property, privilege or license taxes; 
provided, however, that the Noteholders, the certificateholders and any swap 
counterparty shall be entitled to enforce their ri~hts against the seller under 
this section 5.01(d) solely throu~h a cause of act1on brought for their benefit 
by the Note Trustee or the certif1cate Trustee, as the case may be. The Seller 
shall be reimbursed for any payments under this section 5.01(d) from RRB charge 
collections as an operating Expense in accordance with the priorities set forth 
in section 8.02(d) of the Note Indenture. 

(e) subject to section 5.01(i), the seller shall indemnify the Note 
Issuer, the Noteholders and the certificateholders (each an "Indemnified Person" 
for purposes of this section 5.01(e) and section 5.01(i)) for, and defend and 
hold harmless each such Person from and against, any and all liabilities, 
obligations, losses, actions, suits, claims, damages, P.ayments, costs or 
expenses of any kind whatsoever (collectively, "Losses') that may be imposed on, 
incurred by or asserted against each such Indemnified Person as a result of (i) 
the seller's willful misconduct or negligence in the performance of its duties 
or observance of its covenants under this Agreement, or (i) the Seller's breach 
in any material respect of any of its representations and warranties contained 
in this Agreement (other than the representations and warranties specified in 
sections 3.01, 3.03, 3.04, 3.05, 3.06, 3.08(a), 3.08(b), 3.08(c) or 3.08(e), the 
breach of which are subject 
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to the repurchase obligation set forth in section 5.01(b)), except in the case 
of both clauses (i) and (ii) to the extent of Losses either resulting from the 
willful misconduct or gross ne~ligence of such Indemnified Person or resulting 
from a breach of a representat1on and warranty made by such Indemnified Person 
in any of the Basic Documents that gives rise to the seller's breach; provided, 
however, that the Noteholders and the certificateholders shall be entitled to 
enforce their rights a~ainst the seller under this indemnification solely 
through a cause of act1on brought for their benefit by the Note Trustee or the 
certificate Trustee, as the case may be; provided, further, that the ~eller may, 
at its election and in full satisfaction of its obligations under this section 
5.01(e), repurchase the Transition Property at the Repurchase Price, in which 
case neither the Note Issuer nor any other Person shall have any other claims, 
ri~hts or remedies against the seller under, arisin~ from or with respect to 
th1s Agreement, except as set forth in section sect1ons 5.01(b)(iv), 5.01(c), 
5.01(d) and 5.01(h). 

(f) Indemnification under sections 5.01(c), 5.01(d), 5.01(e) and 
5.01(h) shall include reasonable fees and out-of-pocket expenses of 
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investigation and litigation (including reasonable attorneys' fees and 
expenses), except as otherwise provided in this Agreement. 

(g) without prejudice to any of the other rights of the parties, the 
seller will not be in breach of any representation or warranty as a result of a 
change in law by means of a legislative enactment or constitutional amendment or 
(if such means become available in the future) referendum or initiative 
petition. Notwithstanding anything to the contrary in this Agreement, the seller 
makes no representation or warranty that any amounts actually collected in 
respect of the RRB charge will in fact be sufficient to meet payment obligations 
with respect to the Notes and the certificates or that the assumptions used in 
calculating the RRB charge will in fact be realized nor shall the seller be 
obligated to reduce, or accept a reduction of, any rates or charges to which it 
would otherwise be entitled in respect of services rendered or to be rendered to 
customers in order to permit the payment of the RRB charge (other than deferrals 
for future recovery). 

(h) subject to section 5.01(i), the seller shall indemnify and hold 
harmless the Note Trustee, the Delaware Trustee, the certificate Trustee, the 
certificate Issuer, any swap counterparty, the State of connecticut, the 
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Finance Authority, the State Treasurer, a~encies of the State of connecticut and 
any of their respective affiliates, offic1als, officers, directors, employees, 
consultants, counsel and agents (each an "Indemnified Person" for purposes of 
this section 5.01(h) and section 5.01(i)) against any and all Losses incurred by 
any of such Indemnified Persons as a result of (i) the seller's willful 
misconduct or negligence in the performance of its duties or observance of its 
covenants under this Agreement or (ii) the seller's breach in any material 
respect of any of its representations and warranties contained in this 
Agreement, except in the case of both clauses (i) and (ii) to the extent of 
Losses either resulting from the willful misconduct or gross negligence of such 
Indemnified Person or resulting from a breach of a representation or warranty 
made by such Indemnified Person in any of the Basic Documents that gives rise to 
the seller's breach. The indemnities contained in this section 5.01(h) shall 
survive the resignation or termination of the Note Trustee, the certificate 
Trustee or the Delaware Trustee or the termination of this Agreement or any swap 
Agreement. 

(i) The seller shall not be required to indemnify any Indemnified 
Person under sections 5.01(c), 5.01(d), 5.01(e) or 5.01(h) for any amount paid 
or payable by such Indemnified Person in the settlement of any action, 
proceeding or investigation without the written consent of the seller, which 
consent shall not be unreasonably withheld. Promptly after receipt by an 
Indemnified Person of notice of its involvement in any action, proceeding or 
investigation, such Indemnified Person shall, if a claim for indemnification in 
respect thereof is to be made against the seller under this section 5.01, notify 
the seller in writing of such involvement. Failure by an Indemnified Person to 
so notify the seller shall relieve the seller from the obligation to indemnify 
and hold harmless such Indemnified Person under this section 5.01 only to the 
extent that the seller suffers actual prejudice as a result of such failure. 
With respect to any action, proceeding or investigation brought by a third party 
for which indemnification may be sought under this section 5.01, the seller 
shall be entitled to assume the defense of any such action, proceeding or 
investi~ation. upon assumption by the seller of the defense of any such action, 
proceed1ng or investigation, the Indemnified Person shall have the right to 
participate in such action or proceeding and to retain its own counsel. The 
seller shall be entitled to appoint counsel 
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of the seller's choice at the seller's expense to represent the Indemnified 
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Person in any action, proceeding or investigation for which a claim of 
indemnification is made against the seller under this section 5.01 (in which 
case the seller shall not thereafter be responsible for the fees and expenses of 
any separate counsel retained by the Indemnified Person except as set forth 
below); provided, however, that such counsel shall be reasonably satisfactory to 
the Indemnified Person. Notwithstanding the seller's election to appoint counsel 
to represent the Indemnified Person in an action, proceeding or investigation, 
the Indemnified Person shall have the right to employ separate counsel 
(including local counsel), and the seller shall bear the reasonable fees, costs 
and expenses of such separate counsel if (i) the use of counsel chosen by the 
seller to represent the Indemnified Person would present such counsel with a 
conflict of interest, (ii) the actual or potential defendants in, or targets of, 
any such action include both the Indemnified Person and the seller and the 
Indemnified Person shall have reasonably concluded that there may be legal 
defenses available to it that are different from or additional to those 
available to the seller, (iii) the seller shall not have employed counsel 
reasonably satisfactory to the Indemnified Person to represent the Indemnified 
Person within a reasonable time after notice of the institution of such action 
or (iv) the seller shall authorize the Indemnified Person to employ separate 
counsel at the expense of the seller. Notwithstanding the foregoing, the seller 
shall not be obligated to pay for the fees, costs and expenses of more than one 
separate counsel for the Indemnified Persons (in addition to local counsel). The 
seller will not, without the prior written consent of the Indemnified Person, 
settle or compromise or consent to the entry of any judgment with respect to any 
pendin~ or threatened claim, action, suit or proceed1ng in respect of which 
indemn1fication may be sought under this Section 5.01 (whether or not the 
Indemnified Person is an actual or potential party to such claim or action) 
unless such settlement, compromise or consent includes an unconditional release 
of the Indemnified Person from all liability arising out of such claim, action, 
suit or proceeding. 

(j) The remedies of the Note Issuer, the Noteholders, the 
certificateholders and any swap counterparty provided in this Agreement are each 
such Person's sole and exclusive remedies against the seller for breach of its 
representations and warranties in this Agreement. 

<PAGE> 

section 5.02. Merger or consolidation of, or Assumption of the obli~ations 
of, seller. Any Person (a) into which the seller may be merged or consol1dated, 
(b) that may result from any merger or consolidation to which the seller shall 
be a party or (c) that may succeed to the properties and assets of the seller 
substantially as a whole, which Person in any case described in the foregoing 
clause (c) executes an agreement of assumption to perform every obligation of 
the seller hereunder, shall be the successor to the Seller under this Agreement 
without further act on the part of any of the parties to this Agreement; 
provided, however, that (i) if the seller is the servicer, no servicer Default, 
and no event which, after notice or lapse of time, or both, would become a 
servicer Default shall have occurred and be continuing, (ii) the seller shall 
have delivered to the Note Issuer and the Note Trustee an officer's certificate 
stating that such consolidation, merger or succession and such agreement of 
assumption comply with this section and that all conditions precedent, if any, 
provided for in this Agreement relating to such transaction have been complied 
with, (iii) the seller shall have delivered to the Note Issuer and the Note 
Trustee an opinion of counsel either (A) statin~ that, in the opinion of such 
counsel, all filings to be made by the seller, 1ncluding filings with the DPUC 
pursuant to the Statute, have been executed and filed that are necessary to 
fully preserve and protect the interest of the Note Issuer in the Transition 
Property and reciting the details of such filings, or (B) stating that, in the 
opinion of such counsel, no such action shall be necessary to preserve and 
protect such interests and (iv) the Rating Agencies shall have received prior 
written notice of such transaction. when any Person acquires the properties and 
assets of the seller substantially as a whole and becomes the successor to the 
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seller in accordance with the terms of this section 5.02 and execution by such 
successor of an agreement of assumption to perform every obligation of the 
seller hereunder, then upon satisfaction of all of the other conditions of this 
section 5.02, the seller shall automatically and without further notice be 
released from all of its obligations hereunder, except with respect to any acts 
or omissions of the seller that occurred prior to such assumption. 

Section 5.03. Limitation on Liability of Seller and Others. The 
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seller and any director, officer, employee or agent of the seller may rely in 
good faith on the advice of counsel or on any document of any kind, prima facie 
properly executed and submitted by any Person, respecting any matters arising 
hereunder. 

Article 6 

MISCELLANEOUS PROVISIONS 

section 6.01. Amendment. This Agreement may be amended by the seller and 
the Note Issuer, with ten Business Days' prior written notice given to the 
Rating Agencies and the prior written consent of the Note Trustee, but without 
the consent of any of the Noteholders, to cure any ambiguity, to correct or 
supplement any provisions in this Agreement or for the purpose of adding any 
provisions to or changin~ in any manner or eliminating any of the provisions in 
this Agreement or of mod1fying in any manner the rights of the Noteholders; 
provided, however, that such action shall not, as evidenced by an officer's 
certificate delivered to the Note Issuer, the Note Trustee and any swap 
counterparty, adversely affect in any material respect the interests of any 
Noteholder or adversely affect the interests of any swap counterparty. 

This Agreement may also be amended from time to time by the seller and the 
Note Issuer, with ten Business Days' prior written notice given to the Rating 
Agencies and the prior written consent of the Note Trustee and the prior written 
consent of the Holders of Notes evidencing not less than a majority of the 
outstanding Amount of the Notes affected thereby, for the purpose of adding any 
provisions to or changin~ in any manner or eliminating any of the provisions of 
this Agreement or of mod1fying in any manner the rights of the Noteholders. 

It shall not be necessary for the consent of Noteholders pursuant to this 
section to approve the particular form of any proposed amendment or consent, but 
it shall be sufficient if such consent shall approve the substance thereof. 

Prior to the execution of any amendment to this Agreement, the Note Trustee 
shall be entitled to receive and rely upon an opinion of counsel stating that 
the execution of such amendment is authorized or permitted by this Agreement. 
The Note Trustee may, but shall not be obligated to, 
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enter into any such amendment which affects the Note Trustee's own rights, 
duties or immunities under this Agreement or otherwise. 

No amendment may be made to this Agreement that would adversely affect any 
swap counterparty without its prior written consent. 

section 6.02. Notices. unless otherwise specifically provided herein, all 
notices, directions, consents and waivers required under the terms and 
provisions of this Agreement shall be in English and in writing, and any such 
notice, direction, consent or waiver may be given by united States mail, courier 
service, facsimile transmission or electronic mail (confirmed by telephone, 
united States mail or courier service in the case of notice by facsimile 
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transmission or electronic mail) or any other customary means of communication, 
and any such notice, direction, consent or waiver shall be effective when 
delivered, or if mailed, three days after deposit in the United States mail with 
proper postage for ordinary mail prepaid: 

<PAGE> 

(a) if to the seller, to 

The connecticut Light and Power company 
if by u.s. Mail: 

P.O. Box 270 
Hartford, CT 02141-0270 

if by courier: 
107 selden Street 
Berlin, CT 06037 

Attention: Treasurer 
Facsimile: (860) 665-5457 
Telephone: (860) 665-3258 
Email: shoopra@nu.com 

(b) if to the Note Issuer, to 

CL and P Funding LLC 
c/o The connecticut Light and Power company 
if by u.s. Mail: 
P.O. Box 270 
Hartford, CT 06141-0270 

if by courier: 
107 selden Street 
Berlin, CT 06037 

Attention: Treasurer 
Facsimile: (860) 665-5457 
Telephone: (860) 665-3258 
Email: shoopra@nu.com 

(c) if to the Note Trustee, to 

First union Trust company, National Association 
one Rodney Square 
920 King Street, 1st Floor 

wilmington, 
Attent1on: 
Facsimile: 
Telephone: 

DE 19801-7475 
corporate Trust Administration 
(302) 888-7544 
(302) 888-7500 

(d) if to Moody's, to 

Moody's Investors service, Inc. 
99 church street 
New York, NY 10007 
Attention: ABS Monitoring Department 
Facsimile: (212) 553-0573 
Telephone: (212) 553-3686 

(e) if to s and P, to 

standard and Poor's 
55 water Street, 40th Floor 
New York, NY 10041 
Attention: Asset Backed surveillance Department 
Facsimile: (212) 438-2655 
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Telephone: (212) 438-2000 

(f) if to Fitch, to 

Fitch, Inc. 
one State street Plaza 
New York, NY 10004 
Attention: ABS surveillance 
Facsimile: (212) 514-9879 
Telephone: (212) 908-0500 
Email: surv@fitchratings.com 

(g) if to the Finance Authority, to: 

office of the State Treasurer 
55 Elm Street 
Hartford, CT 06106 
Attention: Assistant Treasurer - Debt Management 
Facsimile: (860) 702-3127 
Telephone: (860) 702-3034 

(h) if to the certificate Issuer, to: 

connecticut RRB special Purpose Trust CL and P-1 
c/o First union Trust company, National Association 
one Rodney square 
920 King Street, 1st Floor 
Wilmin9ton, DE 19801-7475 
Attent1on: corporate Trust Administration 
Facsimile: (302) 888-7544 
Telephone: (302) 888-7500 

(with copies to the Finance Authority at the addresses 
listed herein) 

(i) if to any swap counterparty, to the address and in the manner set 
forth in any swap Agreement (a copy of which will be provided 
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by the certificate Trustee, upon request); and 

(j) as to each of the foregoing, at such other address as shall be 
designated by written notice to the other parties. 

section 6.03. Assignment. Notwithstanding anythin9 to the contrary 
contained herein, except as provided in Section 5.02, th1s Agreement may not 
be assigned by the seller. 

section 6.04. Limitations on Rights of Third Parties. The provisions of 
this Agreement are solely for the benefit of the Seller, the Note Issuer, the 
Noteholders, the certificateholders, any swap counterparty, the Note Trustee, 
the certificate Trustee, the Delaware Trustee, the Finance Authority, the 
certificate Issuer and the other Persons expressly referred to herein, and such 
Persons shall have the right to enforce the relevant provisions of this 
Agreement, except that the Noteholders and the certificateholders shall be 
entitled to enforce their rights against the seller under this Agreement solely 
through a cause of action brought for their benefit by the Note Trustee or the 
certificate Trustee, as the case may be. Nothing in this Agreement, whether 
express or implied, shall be construed to give to any other Person any legal or 
equitable right, remedy or claim in the Transition Property or under or in 
respect of this Agreement or any covenants, conditions or provisions contained 
herein. 
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section 6.05. severability. Any provision of this Agreement that is 
prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, 
be ineffective to the extent of such prohibition or unenforceability without 
invalidatin~ the remaining provisions hereof, and any such prohibition or 
unenforceab1lity in any jurisdiction shall not invalidate or render 
unenforceable such provision in any other jurisdiction. 

section 6.06. Separate counterparts. This Agreement may be executed by the 
parties hereto in separate counterparts, each of which when so executed and 
delivered shall be an original, but all such counterparts shall together 
constitute but one and the same instrument. 

section 6.07. Headings. The headings of the various Articles and 
sections herein are for convenience of reference only and shall not define 
or limit any of the terms or provisions hereof. 

section 6.08. Governing Law. This Agreement shall be construed in 
accordance with the laws of the State of connecticut, without reference to 
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its conflict of law provisions, and the obligations, rights and remedies of the 
parties hereunder shall be determined in accordance with such laws. 

section 6.09. Assignment to Note Trustee. The seller hereby acknowledges 
and consents to any mortgage, pledge, assignment and grant of a security 
interest by the Note Issuer to the Note Trustee pursuant to the Note Indenture 
for the benefit of the Noteholders of all right, title and interest of the Note 
Issuer in, to and under the Transition Property and the proceeds thereof and the 
assignment of any or all of the Note Issuer's rights and obligations hereunder 
to the Note Trustee. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 

IN WITNESS WHEREOF, the parties hereto have caused this Transition Property 
Purchase and sale Agreement to be duly executed by their respective officers as 
of the day and year first above written. 

</TEXT> 
</DOCUMENT> 
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CL&P FUNDING LLC, 
Note Issuer 

By: /S/ RANDY A. SHOOP 

Name: Randy A. Shoop 
Title: President 

THE CONNECTICUT LIGHT AND 
POWER COMPANY, 
seller 

By: /S/ RANDY A. SHOOP 

Name: Randy A. Shoop 
Title: Treasurer 
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<TEXT> 
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CL&P FUNDING LLC, 

as Note Issuer 

and 

THE CONNECTICUT LIGHT AND POWER COMPANY, as Servicer 

TRANSITION PROPERTY SERVICING AGREEMENT 

Dated as of March 30, 2001 

ARTICLE 1 DEFINITIONS 

section 1.01. Definitions 
section 1.02. Other Definitional Provisions 

ARTICLE 2 

section 2 .01. 
section 2.02. 
.section 2.03. 

ARTICLE 3 

section 3.01. 
section 3.02. 
section 3.03. 
section 3.04. 

ARTICLE 4 
section 4.01. 
section 4.02. 
section 4.03. 

ARTICLE 5 

section 5. 01. 
section 5.02. 
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APPOINTMENT AND AUTHORIZATION 

Appointment of servicer; Acceptance of Appointment 
Authorization 
Dominion and Control over the Transition Property 

BILLING SERVICES 

Duties of servicer 
servicing and Maintenance standards 
certificate of compliance 
Annual Report by Independent Public Accountants 

SERVICES RELATED TO PERIODIC ADJUSTMENTS; REMITTANCES 
Periodic Adjustments 
Limitation of Liability 
Remittances 

THE TRANSITION PROPERTY 

custody of Transition Property Records 
Duties of servicer as custodian 
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section 5.03. 
section 5.04. 
section 5 .05. 
section 5.06. 

ARTICLE 6 

section 6.01. 
section 6.02. 
section 6.03. 
section 6.04. 

section 6.05. 

section 6.06. 
section 6.07. 
section 6.08. 

section 6.09. 
section 6.10. 
section 6.11. 

ARTICLE 7 

section 7.01. 
section 7.02. 
section 7.03. 
section 7.04. 
section 7.05. 

ARTICLE 8 

section 8.01. 
section 8.02. 
section 8.03. 
section 8.04. 
section 8.05. 
section 8.06. 
section 8.07. 
section 8.08. 
section 8.09. 
section 8.10. 
section 8.11. 
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Instructions; Authority to Act 
Effective Period and Termination 
Monitoring of Third-Party suppliers 
Monitoring and collecting Exit charges 

THE SERVICER 

Representations and warranties of servicer 
Indemnities of servicer 
Limitation on Liability of servicer and Others 
Merger or consolidation of, or Assumption of the obligations 
of, servicer 
The connecticut Light and Power company Not to Resign 
as servicer 
servicing compensation 
compliance with Applicable Law 
Access to certain Records and Information Regarding 
Transition Property 
Appointments 
No servicer Advances 
Maintenance of operations 

DEFAULT 

servicer Default 
Appointment of successor 
waiver of Past Defaults 
Notice of Servicer Default 
Inter-creditor Agreement 

MISCELLANEOUS PROVISIONS 

Amendment 
Maintenance of Accounts and Records 
Notices 
Assignment 
Limitations on Rights of Third Parties 
severability 
separate counterparts 
Headin!;JS 
Goverm ng Law 
Assignment to Note Trustee 
Nonpetition covenants 

This TRANSITION PROPERTY SERVICING AGREEMENT, dated as of March 30, 2001, 
is between CL&P Funding LLC, a Delaware limited liability company (together with 
any successor thereto permitted under the Note Indenture, as hereinafter 
defined, the "Note Issuer"), and The connecticut Light and Power company, a 
connecticut corporation. 

RECITALS 

WHEREAS, pursuant to the Statute and the Financing order, the seller and 
the Note Issuer are concurrently entering into the sale Agreement pursuant to 
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which the Seller is selling to the Note Issuer the Transition Property created 
Page 2 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 22 of 732



c Exhibit 10.2.txt 
pursuant to the Statute and the Financing order. 

WHEREAS, in connection with its ownership of the Transition Property and in 
order to collect the RRB charge, the Note Issuer desires to engage the servicer 
to carry out the functions described herein. The Servicer currently performs 
similar functions for itself with respect to its own charges to its customers 
and for others. In addition, the Note Issuer desires to engage the servicer to 
act on its behalf in obtaining Periodic Adjustments from the DPUC. The servicer 
desires to perform all of these activities on behalf of the Note Issuer. 

NOW, THEREFORE, in consideration of the premises and the mutual covenants 
herein contained, the parties hereto agree as follows: 

ARTICLE 1 

DEFINITIONS 

section 1.01. Definitions. whenever used in this Agreement, the following 
words and phrases shall have the following meanings: 

"Advice Letter" means any filing made with the DPUC by the servicer on 
behalf of the Note Issuer to set or adjust the RRB charge, including the 
Issuance Advice Letter, a Routine Annual True-up Letter, a Routine True-Up 
Letter or a Non-Routine True-Up Letter. 

"Agreement" means this Transition Property servicing Agreement, together 
with all Exhibits, schedules and Annexes hereto, as the same may be amended and 
supplemented from time to time. 

"Annual Accountant's Report" has the meaning set forth in section 3.04. 

"Applicable TPS" means, with respect to each customer, the TPS, if any, 
billing the RRB charge to that customer. 

"Bills" means each of the regular monthly bills, summary bills and other 
bills issued to customers or TPSs by The connecticut Light and Power company on 
its own behalf and in its capacity as servicer. 

"certificate of compliance" has the meaning set forth in section 3.03. 

"closing Date" means March 30, 2001. 

"CTA" means the "competitive transition assessment" as defined in the 

<PAGE> 
Statute. 

"Declaration of Trust" means the Declaration of Trust dated as of March 23, 
2001 by First union Trust company, National Association, a national banking 
association, as Delaware Trustee, and the Finance Authority, as the same may be 
amended and supplemented from time to time. 

"DPUC" means the connecticut Department of Public Utility control and any 
successor thereto. 

"DPUC Regulations" means all regulations, rules, tariffs and laws 
applicable to public utilities or TPSs, as the case may be, and promulgated by, 
enforced by or otherwise within the jurisdiction of the DPUC. 

"Expected Amortization schedule" means schedule 4.01(a) hereto. 

"Finance Authority" means the State of connecticut, acting through the 
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office of the State Treasurer. 

"Financing order" means the order of the DPUC, issued on November 8, 2000 
and supplemented on December 12, 2000 and March 12, 2001 in DPUC-00-05-01. 

"Indemnified Person" has the meaning assigned to such term in Section 6.02. 

"Insolvency Event" means, with respect to a specified Person, (a) the 
filing of a decree or order for relief by a court having jurisdiction in the 
premises in respect of such Person or any substantial part of its property in an 
involuntary case under any applicable Federal or state bankruptcy, insolvency or 
other similar law now or hereafter in effect, or appointing a receiver, 
liquidator, assignee, custodian, trustee, sequestrator or similar official for 
such Person or for any substantial part of its property, or ordering the 
winding-up or liquidation of such Person's affairs, and such decree or order 
shall remain unstayed and in effect for a period of 60 consecutive days; or (b) 
the commencement by such Person of a voluntary case under any applicable Federal 
or state bankruptcy, insolvency or other similar law now or hereafter in effect, 
or the consent by such Person to the entry of an order for relief in an 
involuntary case under any such law, or the consent by such Person to the 
appointment of or taking possession by a receiver, liquidator, assignee, 
custodian, trustee, sequestrator or similar official for such Person or for any 
substantial part of its property, or the 

<PAGE> 

making by such Person of any general assignment for the benefit of creditors, or 
the failure by such Person generally to pay its debts as such debts become due. 
"Inter-creditor Agreement" means the Inter-creditor Agreement dated as of March 
30, 2001 among Citicorp North America, Inc., citibank, N.A., the servicer, the 
Note Trustee, the Note Issuer and CL&P Receivables corporation, as amended, 
supplemented or modified from time to time. 

"Issuance Advice Letter" means the initial Issuance Advice Letter, dated 
March 28, 2001, filed with the DPUC pursuant to the Financing order. 

"Lien" means a security interest, lien, charge, pledge or encumbrance of 
any kind. 

"Losses" has the meaning assigned to that term in section 6.02(b). 

"Monthly servicer certificate" has the meaning assigned to that term in 
section 4.01(d)(2). 

"Non-Routine Periodic Adjustment" has the meaning set forth in section 
4.01(c)(1). 

"Non-Routine True-up Letter" means a letter filed with the DPUC in 
accordance with the Financing order with respect to any Non-Routine Periodic 
Adjustment, pursuant to which the related Non-Routine Periodic Adjustment will 
become effective within 60 days after filing of the Non-Routine True-up Letter, 
subject to the review and approval of the DPUC. 

"Note Indenture" means the Note Indenture dated as of March 30, 2001, 
between the Note Issuer and the Note Trustee, as the same may be amended and 
supplemented from time to time. 

"Note Issuer" has the meaning set forth in the preamble to this Agreement. 

"officer's certificate" means a certificate of the servicer signed by a 
Responsible officer. 
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"opinion of counsel" means one or more written op1mons of counsel who may 

be an employee of or counsel to the party providing such opinion(s) of counsel, 
which counsel shall be reasonably acceptable to the party receiving such 
opinion(s) of counsel. 

"Periodic Adjustment" means each adjustment to the RRB charge made 

<PAGE> 

pursuant to the terms of the Financing order and in accordance with section 4.01 
hereof. 

"Principal Balance" means, as of any Payment Date, the sum of the 
outstanding principal amount of the Notes. 

"Projected Principal Balance" means, as of any Payment Date, the sum of the 
projected outstanding principal amount of the Notes for such Payment Date set 
forth in the Expected Amortization schedule. 

"Quarterly servicer certificate" has the meaning assigned to that term in 
section 4.01(d)(3). 

"Remittance" means each remittance pursuant to section 4.03 of RRB charge 
Payments by the servicer to the Note Trustee. 

"Remittance Date" means each servicer Business Day on which a Remittance is 
to be made by the servicer pursuant to section 4.03. 

"Remittance Period" means the twelve-month period commencing on January 1 
of each year and endin~ on the last day of December of each year; provided, 
however, that the init1al Remittance Period shall commence on the closing Date 
and end on December 31, 2001. 

"Required Debt service" means, for any Remittance Period, the total dollar 
amount calculated by the servicer in accordance with section 4.01(b)(1) as 
necessary to be remitted to the collection Account durin~ such Remittance Period 
(after giving effect to (a) the allocation and distribut1on of amounts on 
deposit in the Reserve subaccount at the time of calculation and which are 
available for payments on the Notes, (b) any shortfalls in Required Debt service 
for any prior Remittance Period and (c) any Remittances based upon the RRB 
charge in effect in the prior Remittance Period that are expected to be realized 
in such Remittance Period) in order to ensure that, as of the Payment Date 
immediately following the end of such period, (i) all accrued and unpaid 
interest on the Notes then due shall have been paid in full, (ii) the Principal 
Balance of the Notes is equal to the Projected Principal Balance of the Notes 
for that Payment Date, (iii) the balance on deposit in the capital subaccount 
equals the aggregate Required capital Level, (iv) the balance on deposit in the 
overcollateralization subaccount equals the aggregate Required 
overcollateralization Level and (v) all other fees, expenses and indemnities due 
and owing and required or allowed to be 

<PAGE> 

paid under section 8.02 of the Note Indenture as of such date shall have been 
paid in full; provided, however, that, with respect to any Periodic Adjustment 
occurring after the last scheduled Maturity Date for any Notes, the Required 
Debt service shall be calculated to ensure that sufficient amounts will be 
collected to retire such Notes in full as of the earlier of (x) the next Payment 
Date and (y) the Final Maturity Date for such Notes. "Responsible officer" means 
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the chief executive officer, the president, the chairman or vice chairman of the 
board, any vice president, the treasurer, any assistant treasurer, the 
secretary, any assistant secretary, the controller or the finance manager of the 
servicer. 

"Retirement of the Notes" means the day on which the final payment is made 
to the Note Trustee in respect of the last outstanding Note. 

"Routine Annual True-up Letter" means a letter filed with the DPUC, 
substantially in the form of Exhibit B hereto, at least 15 days prior to January 
1 each year in respect of an annual Periodic Adjustment. The Routine Annual 
True-Up Letter will become effective on January 1 each year, or such other date 
as may be specified in such Routine Annual True-Up Letter, so long as such 
effective date is at least 15 days after the filing of such Routine Annual 
True-up Letter. 

"Routine True-Up Letter" means a letter filed with the DPUC, substantially 
in the form of Exhibit B hereto, in respect of a Periodic Adjustment. The 
Routine True-up Letter will become effective 15 days after the filing thereof. 

"RRB charge" means the portion (which may become all) of the seller's CTA 
designated pursuant to the Financing order as the RRB charge (including, without 
limitation, the RRB charge included in special contract customer rates), as the 
same may be adjusted from time to time as provided in the Financing order, and 
may in the future include a pro rata component of any exit fee collected 
pursuant to section 16-245w of the connecticut General Statutes. 

"RRB charge collections" means the RRB charge Payments remitted to the 
collection Account. 

"RRB charge Payments" means the actual payments received by the servicer, 
directly or indirectly (including through a TPS), from or on behalf of customers 
(including, without limitation, the RRB charge included in special contract 
customer rates), multiplied by the percentage of such collections which is 
calculated in accordance with Annex II hereto to 

<PAGE> 

have been received in respect of the RRB charge. 

"sale Agreement" means the Transition Property Purchase and sale Agreement 
dated as of March 30, 2001, between The connecticut Light and Power company, as 
seller, and the Note Issuer, as the same may be amended and supplemented from 
time to time. 

"seller" means The connecticut Light and Power company, a connecticut 
corporation, and its permitted successors and assigns under the sale Agreement. 

"seller's Receivables Purchase and sale Agreement" means the Receivables 
Purchase and sale Agreement dated as of september 30, 1997, as amended and 
restated as of March 30, 2001, among CL&P Receivables corporation, the servicer, 
corporate Asset Funding company, Inc., and citibank, N.A. and Citicorp North 
America, Inc, as the same may be amended, supplemented, restated and renewed 
from time to time. 

"servicer" means The connecticut Light and Power company, as the servicer 
of the Transition Property, or each successor (in the same capacity) pursuant to 
sections 6.04 or 7.02. 

"servicer Business Day" means any Business Day on which the servicer's 
offices in the state of connecticut are open for business. 
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"servicer Default" means an event specified in section 7.01. 

"servicing Fee" has the meaning set forth in Section 6.06(a). 

"statute" means sections 16-245e through and including 16-245k of the 
connecticut General Statutes. 

"Termination Notice" has the meaning assigned to that term in section 
7.01(e). 

"TPS" means a third party supplier of energy who has entered into a TPS 
service Agreement with the servicer. 

"TPS service Agreement" means an agreement between a third party supplier 
of energy and the servicer pursuant to which such third party supplier of energy 
bills and collects the RRB charge to and from customers in accordance with DPUC 
Regulations, the Financing order and the guidelines described in schedule A to 
Annex I. 

"Transition Property" means the transition property that exists under order 
6 of the Financing order (including, without limitation, the RRB charge included 
in special contract customer rates) and is sold by the seller to the 
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Note Issuer under the sale Agreement. 

"Transition Property Records" has the meaning assigned to that term in 
section 5.01. 

section 1.02. other Definitional Provisions. 

(a) capitalized terms used herein and not otherwise defined herein have the 
meanings assigned to them in the Note Indenture. 

(b) All terms defined in this Agreement shall have the defined meanings 
when used in any certificate or other document made or delivered pursuant hereto 
unless otherwise defined therein. 

(c) The words "hereof," "herein," "hereunder" and words of similar import, 
when used in this A~reement, shall refer to this Agreement as a whole and not to 
any particular prov1sion of this Agreement; section, schedule, Exhibit and Annex 
references contained in this Agreement are references to sections, schedules, 
Exhibits and Annexes in or to this Agreement unless otherwise specified; and the 
term "including" shall mean "including without limitation." 

(d) The definitions contained in this Agreement are applicable to the 
singular as well as the plural forms of such terms and to the masculine as well 
as to the feminine and neuter forms of such terms. 

ARTICLE 2 

APPOINTMENT AND AUTHORIZATION 

section 2.01. Appointment of servicer; Acceptance of Appointment. subject 
to section 6.05 and Article 7, the Note Issuer hereby appoints the servicer, and 
the servicer hereby accepts such appointment, to perform the servicer's 
obligations pursuant to this Agreement on behalf of and for the benefit of the 
Note Issuer or any assignee thereof in accordance with the terms of this 
Agreement and applicable law. This appointment and the servicer's acceptance 
thereof may not be revoked except in accordance with the express terms of this 
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Agreement. 

section 2.02. Authorization. With respect to all or any portion of the 
Transition Property, the servicer shall be, and hereby is, authorized and 
empowered by the Note Issuer to (a) execute and deliver, on behalf of itself 
and/or the Note Issuer, as the case may be, any and all instruments, 
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documents or notices, and (b) on behalf of itself and/or the Note Issuer, as the 
case may be, make any filing and participate in proceedings of any kind with any 
governmental authorities, including with the DPUC. The Note Issuer shall execute 
and/or furnish the servicer with such documents as have been prepared by the 
servicer for execution by the Note Issuer, and with such other documents as may 
be in the Note Issuer's possession, as the servicer may determine to be 
necessary or appropriate to enable it to carry out its servicing and 
administrative duties hereunder. Upon the servicer's written request, the Note 
Issuer shall furnish the servicer with any powers of attorney or other documents 
necessary or appropriate to enable the servicer to carry out its duties 
hereunder. 

section 2.03. Dominion and control over the Trans1t1on Property. 
Notwithstanding any other provision herein, the Note Issuer shall have dominion 
and control over the Transition Property, and the servicer, in accordance with 
the terms hereof, is acting solely as the servicing agent and custodian for the 
Note Issuer with respect to the Transition Property and the Transition Property 
Records. The servicer shall not take any action that is not authorized by this 
Agreement or that shall impair the rights of the Note Issuer in the Transition 
Property, in each case unless such action is required by applicable law. 

ARTICLE 3 

BILLING SERVICES 

section 3.01. Duties of servicer. The servicer, as agent for the Note 
Issuer, shall have the following duties: 

(a) Duties of servicer Generally. 

(1) General Duties. The servicer's duties in ~eneral shall include 
management, servicing and administration of the Transit1on Property; obtaining 
meter reads, calculating electricity usage (including usage by customers of any 
TPS), billing, collection and posting of all payments in respect of the 
Transition Property; responding to inquiries by customers, the DPUC, or any 
federal, local or other state governmental authorities with respect to the 
Transition Property; delivering Bills to customers and TPSs, investigating and 
handling delinquencies, processing and depositing collections and making 
periodic remittances; furnishing periodic reports to the Note Issuer, the Note 
Trustee, the certificate Trustee and the Rating Agencies; and taking all 
necessary action in connection with Periodic 
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Adjustments as set forth herein. certain of the duties set forth above may be 
performed by TPSs pursuant to TPS service Agreements. without limiting the 
generality of this section 3.01(a)(1), in furtherance of the foregoing, the 
servicer hereby agrees that it shall also have, and shall comply with, the 
duties and responsibilities relatin~ to data acquisition, usage and bill 
calculation, billing, customer serv1ce functions, collection, payment processing 
and remittance set forth in Annex I hereto. 
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(2) DPUC Regulations control. Notwithstanding anything to the contrary 

in this A~reement, the duties of the servicer set forth in this Agreement shall 
be qualif1ed in their entirety by any DPUC Regulations as in effect at the time 
such duties are to be performed. 

(3) Allocation of special contracts. The servicer shall allocate 
revenues from special contract customers who are receiving services under 
special contracts which were in effect on July 1, 1998, until such contracts 
expire, on the same cents/kWh basis as the rest of the rate class in which the 
special contract customer resides. The servicer shall calculate and include an 
unbundled breakdown at the bottom of each such special contract customer's bill. 
The servicer shall allocate the total revenues from each such special contract 
customer to each of the unbundled rate components (including the unbundled CTA 
component and its RRB charge subcomponent) on an equivalent cents/kWh basis 
times the actual kilowatt-hours. After the first six unbundled rate components 
(includin~ the unbundled CTA component and its RRB charge subcomponent) are 
fully sat1sfied with the proper revenue allocation, the servicer shall allocate 
any remaining revenue to the unbundled distribution rate component. If more 
dollars are allocated to the first six rate components than were billed, the 
servicer shall allocate a negative revenue amount to the unbundled distribution 
component. 

(b) Reporting Functions. 

(1) Notification of Laws and Regulations. The servicer shall promptly 
notify the Note Issuer, the Note Trustee, the Certificate Trustee and the Rating 
Agencies in writing of any laws or DPUC Re~ulations hereafter promul~ated that 
have a material adverse effect on the serv1cer's ability to perform 1ts duties 
under this Agreement. 

(2) other Information. upon the reasonable request of the Note Issuer, 
the Note Trustee, the certificate Trustee, or any Rating 
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Agency, the servicer shall provide to such Note Issuer, Note Trustee, 
certificate Trustee, or the Rating Agencies, as the case may be, any public 
financial information in respect of the servicer, or any material information 
regardin~ the Transition Property to the extent it is reasonably available to 
the serv1cer, as may be reasonably necessary and permitted by law for the Note 
Issuer, the Note Trustee, the certificate Trustee, or the Rating Agencies to 
monitor the servicer's performance hereunder. 

(3) Preparation of Reports to be Filed with the SEC. The servicer 
shall prepare or cause to be prepared any reports required to be filed by the 
Note Issuer or the certificate Issuer under the securities laws, including a 
copy of each Quarterly servicer certificate described in section 4.01(d)(3), the 
annual certificate of compliance described in section 3.03 and the Annual 
Accountant's Report described in section 3.04. 

section 3.02. servicing and Maintenance standards. on behalf of the Note 
Issuer, the servicer shall (a) manage, service, administer and make collections 
in respect of the Transition Property with reasonable care and in accordance 
with applicable law, including all applicable DPUC Regulations and ~uidelines, 
using the same degree of care and diligence that the servicer exerc1ses with 
respect to similar assets for its own account and, if applicable, for others; 
(b) follow customary standards, policies and procedures for the industry in 
performing its duties as servicer; (c) use all reasonable efforts, consistent 
with its customary servicing procedures, to bill and collect the RRB charge; (d) 
file all filings under the applicable uniform commercial code or the Statute 
necessary or desirable to maintain the perfected ownership or security interest 
of the Note Issuer and the Note Trustee in the Transition Property; and (e) 
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comply in all material respects with all laws and regulations applicable to and 
binding on it relating to the Transition Property. The servicer shall follow 
such customary and usual practices and procedures as it shall deem necessary or 
advisable in its servicin~ of all or any portion of the Transition Property, 
which, in the servicer's JUdgment, may include the taking of legal action, at 
the Note Issuer's expense. 

section 3.03. certificate of compliance. The Servicer shall deliver to the 
Note Issuer, the Note Trustee, the certificate Trustee and the Rating Agencies 
on or before March 31 of each year, commencing March 31, 2002 

<PAGE> 

to and including the March 31 succeeding the Retirement of the Notes, an 
officer's Certificate substantially in the form of Exhibit A hereto (a 
"certificate of compliance"), stating that: (i) a review of the activities of 
the servicer during the twelve months ended the preceding December 31 (or, in 
the case of the first certificate of compliance to be delivered on or before 
March 31, 2002, the period of time from the date of this Agreement until 
December 31, 2001) and of its performance under this Agreement has been made 
under such Responsible officer's supervision, and (ii) to such Responsible 
officer's knowledge, based on such review, the servicer has fulfilled all of its 
obligations in all material respects under this Agreement throughout such twelve 
months (or, in the case of the Certificate of compliance to be delivered on or 
before March 31, 2002, the period of time from the date of this Agreement until 
December 31, 2001), or, if there has been a default in the fulfillment of any 
such material obligation, specifying each such material default known to such 
Responsible officer and the nature and status thereof. 

section 3.04. Annual Report by Independent Public Accountants. 

(a) The servicer, at the Note Issuer's expense, shall cause a firm of 
independent certified public accountants (which may provide other services to 
the servicer) to prepare, and the servicer shall deliver to the Note Issuer, the 
Note Trustee, the certificate Trustee and the Rating Agencies, a report 
addressed to the servicer (the "Annual Accountant's Report"), which may be 
included as part of the servicer's customary auditing activities, for the 
information and use of the Note Issuer, the Note Trustee, the certificate 
Trustee and the Rating Agencies, on or before March 31 each year, beginning 
March 31, 2002 to and including the March 31 succeeding the Retirement of the 
Notes, to the effect that such firm has performed certain procedures, agreed 
between the servicer and such accountants, in connection with the servicer's 
compliance with its obligations under this Agreement during the precedin~ twelve 
months ended December 31 (or, in the case of the first Annual Accountant s 
Report to be delivered on or before March 31, 2002, the period of time from the 
date of this Agreement until December 31, 2001), identifying the results of such 
procedures and including any exceptions noted. 

<PAGE> 

(b) The Annual Accountant's Report shall also indicate that the accounting 
firm providing such report is independent of the servicer within the meanin~ of 
the code of Professional Ethics of the American Institute of certified Publ1c 
Accountants. 

ARTICLE 4 

SERVICES RELATED TO PERIODIC ADJUSTMENTS; REMITTANCES 

section 4.01. Periodic Adjustments. From time to time, until the Retirement 
of the Notes, the servicer shall identify the need for Periodic Adjustments and 
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shall take all reasonable action to obtain and implement such Periodic 
Adjustments, all in accordance with the following: 

(a) Expected Amortization Schedule. The Expected Amortization schedule is 
attached hereto as schedule 4.01(a). 

(b) Routine Periodic Adjustments and Yearly Filings. 

(1) Routine Annual Periodic Adjustments and Filings. For the purpose 
of preparing a Routine Annual True-up Letter, the servicer shall: (A) update the 
assumptions underlying the calculation of the RRB charge, including energy usage 
volume, the rate of charge-offs and estimated expenses and fees of the Note 
Issuer and the certificate Issuer to the extent not fixed, in each case for the 
Remittance Period beginning on January 1 of each year; (B) determine the 
Required Debt service for such Remittance Period based upon such updated 
assumptions; and (C) determine the RRB charge to be charged durin~ such 
Remittance Period based upon such Required Debt service. The serv1cer shall file 
a Routine Annual True-Up Letter with the DPUC no later than fifteen days prior 
to January 1 of each year. 

(2) Routine Periodic Adjustments. Beginning in the last year the Notes 
are scheduled to be outstanding, the servicer shall file a Routine True-up 
Letter at least 15 days before the end of each calendar quarter. In addition, 
the servicer shall file a Routine True-up Letter at least 15 days before the end 
of any calendar quarter or, beginning in the last year the Notes are scheduled 
to be outstanding, at least 15 days before the end of any calendar month, at 
each such time as the servicer may reasonably determine is necessary to meet the 
Required Debt service for the then current Remittance Period. 

<PAGE> 

(3) The servicer shall take all reasonable actions and make all 
reasonable efforts to secure any Periodic Adjustments. 

(c) Non-Routine Periodic Adjustments. 

(1) whenever the servicer determines that the existing model for 
calculating the RRB charge should be amended or revised, subject to the consent 
of the Note Issuer under the conditions set forth in section 3.18 of the Note 
Indenture, the servicer shall file a Non-Routine True-up Letter with the DPUC 
designating the adjustments to such model and any corresponding adjustments to 
the RRB charge (collectively, a "Non-Routine Periodic Adjustment"), subject to 
the review and approval of the DPUC pursuant to the Financing order. 

(2) The servicer shall take all reasonable actions and make all 
reasonable efforts to secure any Non-Routine Periodic Adjustments. 

(3) The servicer shall implement any resulting adjustments to the 
model and any resulting revised RRB charge as of the effect1ve date of the 
Non-Routine True-up Letter. 

(d) Reports. 

(1) Notification of Advice Letter Filings and Periodic Adjustments. 
whenever the servicer files an Advice Letter with the DPUC, the servicer shall 
send a copy of such filing to the Note Issuer, the Note Trustee, the certificate 
Trustee and the Ratin~ Agencies concurrently therewith. If any Periodic 
Adjustment requested 1n any such Advice Letter filing does not become effective 
on the applicable date as provided by the Financin~ order, the servicer shall 
notify the Note Issuer, the Note Trustee, the cert1ficate Trustee and the Rating 
Agencies by the end of the second servicer Business Day after such applicable 
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date. 

(2) Monthly servicer Certificate. so long as any Notes are 
outstandin~, not later than fifteen (15) days after the end of each month after 
the certif1cates are issued (excluding March, 2001), or if such day is not a 
servicer Business Day, the next succeeding servicer Business Day, the servicer 
shall deliver a written report substantially in the form of Exhibit c hereto 
(the "Monthly servicer certificate") to the Note Issuer, the Note Trustee, the 
certificate Trustee and the Rating Agencies. 

(3) Quarterly servicer certificate. so long as any Notes are 
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outstanding, not later than 11:00 a.m. (New York City time) on the servicer 
Business Day immediately preceding each Payment Date, the servicer shall deliver 
a written report substantially in the form of Exhibit D hereto (the "Quarterly 
servicer certificate") to the Note Issuer, the Note Trustee, the certificate 
Trustee and the Rating Agencies. 

(4) TPS Reports. The servicer shall provide to the Rating Agencies, 
upon request, any publicly available reports filed by the servicer with the DPUC 
(or otherwise made publicly available by the servicer) relating to TPSs and any 
other non-confidential and non-proprietary information relating to TPSs 
reasonably requested by the Rating Agencies. 

section 4.02. Limitation of Liability. 

(a) The Note Issuer and the servicer expressly agree and acknowledge that: 

(1) In connection with any Periodic Adjustment, the servicer is acting 
solely in its capacity as the servicing agent hereunder. 

(2) Neither the servicer nor the Note Issuer shall be responsible in 
any manner for, and shall have no liability whatsoever as a result of, any 
action, decision, ruling or other determination made or not made, or any delay 
(other than any delay resultin~ from the servicer's failure to file for Periodic 
Adjustments or Non-Routine Per1odic Adjustments required by section 4.01 in a 
timely and correct manner or other material breach by the servicer of its duties 
under this Agreement that materially and adversely affects any Periodic 
Adjustments or Non-Routine Periodic Adjustments), by the DPUC (or, in connection 
with any Non-Routine Periodic Adjustment, by the Rating Agencies) in any way 
related to the Transition Property or in connection with any Periodic Adjustment 
or Non-Routine Periodic Adjustment, the subject of any filin~s under section 
4.01, any proposed Periodic Adjustment or Non-Routine Period1c Adjustment, or 
the approval of the RRB charge and the adjustments thereto. 

(3) The servicer shall have no liability whatsoever relating to the 
calculation of the RRB charge and the adjustments thereto (including any 
Non-Routine Periodic Adjustment), includ1ng as a result of any inaccuracy of any 
of the assumptions made in such calculation regarding expected energy usage 
volume, the rate of charge-offs, estimated expenses and fees of the Note Issuer 
and the certificate Issuer, so long as the servicer has not acted in a negligent 
manner in connection therewith, nor shall the servicer have any liability 
whatsoever as a result of any Person, including the 
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Noteholders or the certificateholders, not receiving any payment, amount or 
return anticipated or expected in respect of any Note or certificate generally, 
except only to the extent that the servicer is liable under section 6.02 of this 
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Agreement. 

(b) Notwithstanding the foregoing, this section 4.02 shall not relieve the 
servicer of any liability under section 6.02 for any misrepresentation by the 
servicer under section 6.01 or for any breach by the servicer of its obligations 
under this Agreement. 

section 4.03. Remittances. 

(a) Pursuant to the remittance methodology more fully described in Annex II 
hereto, starting with collections that are received on the first servicer 
Business Day that is at least 45 days after the first day on which The 
connecticut Light & Power company imposes the RRB charge, the servicer will 
remit to the Note Trustee, within two servicer Business Days after receipt, by 
wire transfer of immediately available funds to the General subaccount of the 
collection Account, an amount equal to the RRB charge Payments (as calculated in 
accordance with Annex II hereto) received on such day and on any prior day that 
was not a servicer Business Day for which a Remittance has not previously been 
made. Prior to or simultaneous with each Remittance to the General subaccount of 
the collection Account pursuant to this section, the servicer shall provide 
written notice to the Note Trustee of each such Remittance (including the exact 
dollar amount to be remitted). In accordance with to section 16-245g(e) of the 
Statute, amounts collected from customers shall be allocated on a pro rata basis 
among (i) the RRB charge, (ii) any remaining portion of the CTA not the subject 
of the Financing order, and (iii) the servicer's other charges. 

(b) The servicer may elect to make Remittances less frequently than on a 
daily basis, and shall be permitted to do so, but in any event shall make 
Remittances within one calendar month of collection thereof, provided that the 
servicer shall send written notice of such election to the Note Issuer, the Note 
Trustee and the certificate Trustee, together with (i) an officer's certificate 
statin~ that no servicer Default has occurred and is continuin~ under this 
servic1ng Agreement, (ii) evidence that the Rating Agency cond1tion has been 
satisfied, (iii) evidence of the delivery by the servicer to the Note Issuer or 
the Note Trustee, as applicable, of any credit enhancement which may be required 
by the Rating Agencies in connection therewith in form and substance 
satisfactory to the Note Issuer and the Note Trustee, as applicable, the cost of 
which credit enhancement shall be 
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borne solely by the servicer, and (iv) an executed copy of any appropriate 
amendment hereto or to the Note Indenture or any other Basic Agreement as 
reasonably requested by the servicer, the Note Issuer or the Note Trustee in 
connection therewith. 

(c) The servicer agrees and acknowledges that it will remit RRB charge 
Payments in accordance with this section 4.03 without any surcharge, fee, 
offset, charge or other deduction except for late fees permitted by section 
6.06. 

ARTICLE 5 

THE TRANSITION PROPERTY 

section 5.01. custody of Transition Property Records. To assure uniform 
quality in servicing the Transition Property and to reduce administrative costs, 
the Note Issuer hereby revocably appoints the servicer, and the servicer hereby 
accepts such appointment, to act as the agent of the Note Issuer and the Note 
Trustee as custodian of any and all documents and records that the servicer 
shall keep on file, in accordance with its customary procedures, relating to the 
Transition Property, including copies of the Financing order and Advice Letters 

Page 13 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 33 of 732



.--------------------------------------------------~-~---~-

C Exhibit 10.2.txt 
relating thereto and all documents filed with the DPUC in connection with any 
Periodic Adjustment or Non-Routine Periodic Adjustment and computational records 
relating thereto (collectively, the "Transition Property Records"), which are 
hereby constructively delivered to the Note Trustee, as pledgee of the Note 
Issuer with respect to all Transition Property. 

section 5.02. Duties of servicer as custodian. 

(a) safekeeping. The servicer shall hold the Transition Property Records on 
behalf of the Note Issuer and maintain such accurate and complete accounts, 
records and computer systems pertaining to the Transition Property Records on 
behalf of the Note Issuer and the Note Trustee as shall enable the Note Issuer 
to comply with this A~reement and the Note Indenture. In performing its duties 
as custodian the serv1cer shall act with reasonable care, using that degree of 
care and dili~ence that the servicer exercises with respect to comparable assets 
that the serv1cer services for itself or, if applicable, for others. The 
Servicer shall promptly report to the Note Issuer and the Note Trustee any 
failure on its part to hold the Transition Property Records and maintain its 
accounts, records and computer systems 

<PAGE> 

as herein provided and promptly take appropriate action to remedy any such 
failure. Nothing herein shall be deemed to require an initial review or any 
periodic review by the Note Issuer or the Note Trustee of the Transition 
Property Records. The servicer's duties to hold the Transition Property Records 
on behalf of the Note Issuer set forth in this section 5.02, to the extent such 
Transition Property Records have not been previously transferred to a successor 
Servicer pursuant to Article 7, shall terminate one year and one day after the 
earlier of the date on which (i) the servicer is succeeded by a successor 
Servicer in accordance with Article 7 and (ii) no Notes are outstanding. 

(b) Maintenance of and Access to Records. The servicer shall maintain at 
all times records and accounts that permit the servicer to identify RRB Charges 
billed. The servicer shall maintain the Transition Property Records in Berlin, 
Connecticut or at such other office in the united states as shall be specified 
to the Note Issuer and the Note Trustee by written notice at least 30 days prior 
to any change in location. The servicer shall make available for inspection to 
the Note Issuer and the Note Trustee or their respective duly authorized 
representatives, attorneys or auditors the Transition Property Records at such 
times during normal business hours as the Note Issuer or the Note Trustee shall 
reasonably request and which do not unreasonably interfere with the servicer's 
normal operations. Nothing in this section 5.02(b) shall affect the obligation 
of the servicer to observe any applicable law (including any DPUC Regulations) 
prohibiting disclosure of information regarding the customers, and the failure 
of the servicer to provide access to such information as a result of such 
obligation shall not constitute a breach of this section 5.02(b). 

(c) Release of Documents. Upon instruction from the Note Trustee in 
accordance with the Note Indenture, the servicer shall release any Transition 
Property Records to the Note Trustee, the Note Trustee's agent or the Note 
Trustee's designee, as the case may be, at such place or places as the Note 
Trustee may designate, as soon as practicable. 

(d) Defending Transition Property Against claims. The servicer, on behalf 
of the Noteholders and the certificateholders, shall institute any action or 
proceeding necessary to compel performance by the DPUC or the State of 
connecticut of any of their obligations or duties under the statute, the 
Financing order or any Advice Letter, and the servicer agrees to take 
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such legal or administrative actions, including defending against or instituting 
and pursuing legal actions and appearing or testifying at hearings or similar 
proceedings, as may be reasonably necessary to block or overturn any attempts to 
cause a repeal of, modification of or supplement to the Statute or the Financing 
order or the rights of holders of Transition Property by executive action, 
legislative enactment or constitutional amendment or (if such means become 
available in the future) referendum or initiative petition that would be adverse 
to certificateholders. The costs of any such action shall be payable from RRB 
charge collections as an operating Expense in accordance with the priorities set 
forth in section 8.02(d) of the Note Indenture. The Servicer's obligations 
pursuant to this section 5.02 shall survive and continue notwithstanding the 
fact that the payment of Operating Expenses pursuant to section 8.02(d) of the 
Note Indenture may be delayed (it being understood that the servicer may be 
required to advance its own funds to satisfy its obligations hereunder). 

section 5.03. Instructions; Authority to Act. For so lon~ as any Notes 
remain outstanding, the servicer shall be deemed to have rece1ved proper 
instructions with respect to the Transition Property Records upon its receipt of 
written instructions signed by a Responsible officer (as defined in the Note 
Indenture) of the Note Trustee. 

Section 5.04. Effective Period and Termination. The Servicer's appointment 
as custodian shall become effective as of the closing Date and shall continue in 
full force and effect until terminated pursuant to this section 5.04. If any 
servicer shall resign as servicer in accordance with the provisions of this 
Agreement or if all of the rights and obligations of any servicer shall have 
been terminated under section 7.01, the appointment of such servicer as 
custodian shall terminate upon appointment of a successor servicer, subject to 
the approval of the DPUC, and acceptance by such successor servicer of such 
appointment. 

section 5.05. Monitoring of Third-Party suppliers. From time to time, until 
the Retirement of the Notes, the servicer shall, using the same degree of care 
and diligence that it exercises with respect to payments owed to it for its own 
account, implement such procedures and policies as are necessary to properly 
enforce the obligations of each TPS to remit RRB charges, in 
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accordance with the terms and prov1s1ons of the Financing order, the TPS service 
Agreement and schedule A to Annex I hereto. 

section 5.06. Monitoring and collecting Exit charges. The servicer shall, 
using the same de~ree of care and diligence that it exercises with respect to 
payments owed to 1t for its own account, bill and collect any exit charges to 
which it may be entitled pursuant to section 16-245w of the connecticut General 
statutes, and shall remit that portion of the exit charges representing (or 
allocable to) the RRB charge together with the RRB charge Payments for a 
particular billing date. 

ARTICLE 6 

THE SERVICER 

section 6.01. Representations and warranties of servicer. The servicer 
makes the following representations and warranties, as of the closing Date, on 
which the Note Issuer is deemed to have relied in entering into this Agreement 
relating to the servicing of the Transition Property. 

(a) organization and Good Standing. The servicer is duly organized and 
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validly existing as a corporation in good standing under the laws of the State 
of connecticut, with the requisite corporate power and authority to own its 
properties as such properties are currently owned and to conduct its business as 
such business is now conducted by it, and has the requisite corporate power and 
authority to service the Transition Property and to hold the Transition Property 
Records as custodian. 

(b) Due Qualification. The servicer is duly qualified to do business as a 
foreign corporation in good standing, and has obtained all necessary licenses 
and approvals, in all jurisdictions in which the ownership or lease of property 
or the conduct of its business (including the servicing of the Transition 
Property as required by this Agreement) shall require such qualifications, 
licenses or approvals (except where the failure to so qualify or obtain such 
licenses and approvals would not be reasonably likely to have a material adverse 
effect on the servicer's business, operations, assets, revenues or properties or 
adversely affect the servicing of the Transition Property). 

(c) Power and Authority. The servicer has the requisite corporate power and 
authority to execute and deliver this Agreement and to carry out its terms; and 
the execution, delivery and performance of this Agreement 

<PAGE> 

have been duly authorized by all necessary corporate action on the part of the 
servicer. 

(d) Bindin~ obligation. This Agreement constitutes a legal, valid and 
binding obligat1on of the servicer enforceable a~ainst it in accordance with its 
terms, subject to applicable insolvency, reor~an1zation, moratorium, fraudulent 
transfer and other laws relating to or affect1ng creditors' rights generally 
from time to time in effect and to general principles of equity (including 
concepts of materiality, reasonableness, good faith and fair dealing), 
regardless of whether considered in a proceeding in equity or at law. 

(e) No violation. The consummation of the transactions contemplated by this 
Agreement and the fulfillment of the terms hereof do not: (i) conflict with or 
result in any breach of any of the terms and provisions of, nor constitute (with 
or without notice or lapse of time) a default under, the articles of 
organization or by-laws of the servicer, or any material indenture, agreement or 
other instrument to which the servicer is a party or by which it is bound; (ii) 
result in the creation or imposition of any Lien upon any of the servicer's 
properties pursuant to the terms of any such indenture, agreement or other 
instrument; nor violate any existing law or any existing order, rule or 
regulation applicable to the servicer of any court or of any federal or state 
regulatory body, administrative a~ency or other governmental instrumentality 
having jurisdiction over the serv1cer or its properties, so as to adversely 
affect the Servicer, the Noteholders or the certificateholders. 

(f) No Proceedings. There are no proceedings pending and, to the servicer's 
knowledge, there are no proceedings threatened and, to the servicer's knowledge, 
there are no investigations pendin~ or threatened, before any court, federal or 
state regulatory body, administrat1ve agency or other governmental 
instrumentality having jurisdiction over the servicer or its properties 
involving or relating to the servicer or the Note Issuer or, to the servicer's 
knowledge, any other Person: (i) asserting the invalidity of this Agreement; 
(ii) seeking to prevent the consummation of any of the transactions contemplated 
by this Agreement; or (iii) seeking any determination or ruling that might 
materially and adversely affect the 
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performance by the servicer of its obligations under, or the validity or 
enforceability of, this Agreement. 

(g) Approvals. No approval, authorization, consent, order or other action 
of, or filing with, any court, federal or state regulatory body, administrative 
agency or other governmental instrumentality is required in connection with the 
execution and delivery by the servicer of this Agreement, the performance by the 
servicer of the transactions contemplated hereby or the fulfillment by the 
servicer of the terms hereof, except those that have been obtained or made and 
those that the servicer is required to make in the future pursuant to Article 3 
or 4 and post-closing filings in connection therewith. 

section 6.02. Indemnities of servicer. 

(a) The Servicer shall be liable in accordance herewith only to the extent 
of the obligations specifically undertaken by the servicer and as expressly 
provided under this section 6.02. 

(b) The servicer shall indemnify the Note Issuer, the Noteholders, and the 
certificateholders and any swap counterparty(each an "Indemnified Person" for 
purposes of section 6.02 (b) and (d)) for, and defend and hold harmless each 
such Person from and a~ainst, any and all liabilities, obligations, losses, 
damages, payments, cla1ms, costs or expenses of any kind whatsoever 
(collectively, "Losses") that may be imposed on, incurred by or asserted against 
any such Person as a result of (i) the servicer's willful misconduct or 
ne~ligence in the performance of its duties or observance of its covenants under 
th1s Agreement (including the servicer's willful misconduct or negligence 
relatin~ to the maintenance and custody by the servicer, as custodian, of the 
Transit1on Property Records) or (ii) the servicer's breach in any material 
respect of any of its representations or warranties in this Agreement; provided, 
however, that the servicer shall not be liable for any Losses resulting from the 
willful misconduct or gross negligence of any such Indemnified Person; and, 
provided, further, that the Noteholders, and the certificateholders and any swap 
counterparty shall be entitled to enforce their rights and remedies against the 
servicer under this section 6.02(b) solely through a cause of action brought for 
their benefit by the Note Trustee or the certificate Trustee, as the case may 
be; and, provided, further, that the servicer shall not be liable for any 
Losses, regardless of when incurred, after the Notes and the certificates have 
been 
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paid in full and any Losses are fully paid to any swap counterparty, except as 
provided in section 6.02(c). 

(c) The servicer shall indemnify and hold harmless the Note Trustee, the 
Delaware Trustee, any swap counterparty, the certificate Trustee, the 
certificate Issuer, the State of connecticut, the Finance Authority, the state 
Treasurer, agencies of the State of connecticut and any of their respective 
affiliates, officials, officers, directors, employees, consultants, counsel and 
agents (each an "Indemnified Person" for purposes of section 6.02(c) and (d)) 
for, and defend and hold harmless each such Person from and against, any and all 
Losses imposed on, incurred by or asserted a~ainst any of such Indemnified 
Persons as a result of: (i) the servicer's w1llful misconduct or negligence in 
the performance of its duties or observance of its covenants under this 
Agreement (including the servicer's willful misconduct or negligence relating to 
the maintenance and custody by the servicer, as custodian, of the Transition 
Property Records) or (ii) the servicer's breach in any material respect of any 
of its representations or warranties in this Agreement; provided, however, that 
the servicer shall not be liable for any Losses resulting from the willful 
misconduct or gross negligence of such Indemnified Person or resulting from a 
breach of a representation or warranty made by such Indemnified Person in any of 

Page 17 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 37 of 732



c Exhibit 10.2.txt 
the Basic Documents that gives rise to the servicer's breach. 

(d) The servicer shall not be required to indemnify an Indemnified Person 
for any amount paid or payable by such Indemnified Person pursuant to section 
6.02(b) or (c) in the settlement of any action, proceeding or investigation 
without the written consent of the servicer, which consent shall not be 
unreasonably withheld. Promptly after receipt by an Indemnified Person of notice 
of its involvement in any action, proceeding or investigation, such Indemnified 
Person shall, if a claim for indemnification in respect thereof is to be made 
against the servicer under section 6.02 (b) or (c), notify the servicer in 
writing of such involvement. Failure by an Indemnified Person to so notify the 
servicer shall relieve the servicer from the obligation to indemnify and hold 
harmless such Indemnified Person under Section 6.02(b) or (c), as applicable, 
only to the extent that the servicer suffers actual prejudice as a result of 
such failure. With respect to any action, proceeding or investigation brought by 
a third party for which indemnification may be sought under section 6.02(b) or 
(c), the servicer shall be entitled to assume the defense of any such action, 
proceeding or 
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investigation. upon assumption by the servicer of the defense of any such 
action, proceeding or investigation, the Indemnified Person shall have the right 
to participate in such action or proceeding and to retain its own counsel. The 
servicer shall be entitled to appoint counsel of the servicer's choice at the 
servicer's expense to represent the Indemnified Person in any action, proceeding 
or investigation for which a claim of indemnification is made against the 
servicer under section 6.02(b) or (c) (in which case the servicer shall not 
thereafter be responsible for the fees and expenses of any separate counsel 
retained by the Indemnified Person except as set forth below); provided, 
however, that such counsel shall be reasonably satisfactory to the Indemnified 
Person. Notwithstanding the servicer's election to appoint counsel to represent 
the Indemnified Person in an action, proceeding or investigation, the 
Indemnified Person shall have the right to employ separate counsel (including 
local counsel), and the servicer shall bear the reasonable fees, costs and 
expenses of such separate counsel if (i) the use of counsel chosen by the 
servicer to represent the Indemnified Person would present such counsel with a 
conflict of interest, (ii) the actual or potential defendants in, or targets of, 
any such action include both the Indemnified Person and the servicer and the 
Indemnified Person shall have reasonably concluded that there may be legal 
defenses available to it that are different from or additional to those 
available to the servicer, (iii) the servicer shall not have employed counsel 
reasonably satisfactory to the Indemnified Person to represent the Indemnified 
Person within a reasonable time after notice of the institution of such action 
or (iv) the servicer shall authorize the Indemnified Person to employ separate 
counsel at the expense of the servicer. Notwithstanding the foregoing, the 
servicer shall not be obligated to pay for the fees, costs and expenses of more 
than one separate counsel for the Indemnified Persons (in addition to local 
counsel). The servicer will not, without the prior written consent of the 
Indemnified Person, settle or compromise or consent to the entry of any judgment 
with respect to any pending or threatened claim, action, suit or proceed1ng in 
respect of which indemnification may be sought under section 6.02(b) or (c), as 
applicable (whether or not the Indemnified Person is an actual or potential 
party to such claim or action) unless such settlement, compromise or consent 
includes an unconditional release of the Indemnified Person from 
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all liability arising out of such claim, action, suit or proceeding. 
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(e) Indemnification under section 6.02(b) and 6.02(c) shall include 

reasonable fees and out-of-pocket expenses of investigation and litigation 
(includin~ reasonable attorneys' fees and expenses), except as otherwise 
provided 1n this Agreement. 

(f) For purposes of section 6.02(b) and 6.02(c), in the event of the 
termination of the rights and obligations of The connecticut Light and Power 
company (or any successor thereto pursuant to section 6.04) as servicer pursuant 
to section 7.01, or a resignation by such servicer pursuant to this Agreement, 
such servicer shall be deemed to be the servicer pending appointment of a 
successor servicer pursuant to section 7.02. 

(g) The indemnities contained in this Section 6.02 survive the resignation 
or termination of the Note Trustee, the certificate Trustee or the Delaware 
Trustee or the termination of this Agreement or any swap Agreement. 

section 6.03. Limitation on Liability of servicer and Others. Except 
as otherwise provided under this Agreement, neither the servicer nor any of 
the directors, officers, employees or agents of the servicer shall be liable 
to the Note Issuer or any other Person for any action taken or for refraining 
from the takin~ of any action pursuant to this Agreement or for errors in 
judgment; prov1ded, however, that this provision shall not protect the 
servicer or any director, officer, employee or agent of the servicer against 
any liability that would otherwise be imposed by reason of willful misconduct 
or negligence in the performance of duties under this Agreement. The 
servicer and any director, officer, employee or agent of the servicer may 
rely in good faith on the advice of counsel reasonably acceptable to the Note 
Trustee or on any document of any kind, prima facie properly executed and 
submitted by any Person, respecting any matters arising under this Agreement. 
Except as provided in this Agreement, the servicer shall not be under 
any obligation to appear in, prosecute or defend any legal action relating to 
the Transition Property. 

section 6.04. Merger or consolidation of, or Assumption of the obligations 
of, servicer. Any Person (a) into which the servicer may be merged or 
consolidated, (b) which may result from any merger or consolidation to which the 
servicer shall be a party or (c) which may succeed to the properties and assets 
of the servicer substantially as a whole, which Person in any of the foregoing 
cases executes an agreement of assumption to 
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perform every obligation of the servicer hereunder, shall be the successor to 
the servicer under this Agreement without further act on the part of any of the 
parties to this Agreement; provided, however, that (i) immediately after giving 
effect to such transaction, no servicer Default and no event which, after notice 
or lapse of time, or both, would become a servicer Default shall have occurred 
and be continuing, (ii) the servicer shall have delivered to the Note Issuer and 
the Note Trustee an officers' certificate stating that such consolidation, 
merger or succession and such agreement of assumption comply with this section 
and that all conditions precedent provided for in this A~reement relating to 
such transaction have been complied with, (iii) the serv1cer shall have 
delivered to the Note Issuer and the Note Trustee an Opinion of counsel either 
(A) stating that, in the opinion of such counsel, all statutory filings to be 
made by the servicer, including filings with the DPUC pursuant to the statute, 
have been executed and filed that are necessary to preserve and protect fully 
the interests of the Note Issuer in the Transition Property and reciting the 
details of such filings or (B) stating that, in the opinion of such counsel, no 
such action shall be necessary to preserve and protect such interests and (iv) 
the Rating Agencies shall have received prior written notice of such 
transaction. when any Person acquires the properties and assets of the servicer 
substantially as a whole and becomes the successor to the servicer in accordance 
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with the terms of this section 6.04, then upon satisfaction of all of the other 
conditions of this section 6.04, the servicer shall automatically and without 
further notice be released from all its obligations hereunder. 

section 6.05. The connecticut Light and Power company Not to Resi~n as 
servicer. subject to the provisions of section 6.04, The connecticut L1ght and 
Power company shall not resign from the obligations and duties hereby imposed on 
it as servicer under this Agreement except upon either (a) a determination that 
the performance of its duties under this Agreement shall no longer be 
permissible under applicable law or (b) satisfaction of the following: (i) the 
Ratin9 A~ency condition shall have been satisfied (except that with respect to 
Moody s 1t shall be sufficient to provide ten days prior notice) and (ii) the 
DPUC shall have approved such resignation. Notice 
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of any such determination permitting the resignation of The connecticut Light 
and Power company shall be communicated to the Note Issuer, the Note Trustee, 
the certificate Trustee and the Rating A~encies at the earliest practicable time 
(and, if such communication is not in wr1ting, shall be confirmed in writing at 
the earliest practicable time) and any such determination that the performance 
of The connecticut Light and Power company's duties under this Agreement shall 
no longer be permissible under applicable law shall be evidenced by an opinion 
of counsel to such effect delivered by The connecticut Light and Power company 
to the Note Issuer, the Note Trustee and the certificate Trustee concurrently 
with or promptly after such notice. No such resignation shall become effective 
until a successor servicer shall have assumed the responsibilities and 
obli~ations of The connecticut Light and Power company in accordance with 
sect1on 7.02. 

section 6.06. servicing compensation. 

(a) In consideration for its services hereunder, until the Retirement of 
the Notes, the servicer shall receive an annual fee (the "servicing Fee") in an 
amount equal to (i) five one-hundredth of one percent (0.05%) of the initial 
principal balance of the Notes for so long as the servicer is The connecticut 
Light and Power company or any successor servicer that bills the RRB charge 
concurrently with other charges for services or (ii) up to one and one-quarter 
percent (1.25%) of the initial principal balance of the Notes for so long as the 
servicer is a successor servicer that bills the RRB Charge separately to 
customers (which amount shall be determined by a separate agreement between the 
Note Issuer and the servicer). The servicin~ Fee shall be payable in quarterly 
installments on each Payment Date. The serv1cer also shall be entitled to retain 
as additional compensation (i) any interest earnings on RRB charge Payments 
received by the servicer and invested by the servicer pursuant to section 6(c) 
of Annex I hereto prior to remittance to the collection Account and (ii) all 
late payment charges, if any, collected from customers or TPSs. 

(b) The servicing Fee set forth in section 6.06(a) and expenses provided 
for in section 6.06(c) shall be paid to the servicer by the Note Trustee, on 
each Payment Date in accordance with the priorities set forth in section 8.02(d) 
of the Note Indenture, by wire transfer of immediately available funds from the 
collection Account to an account designated by the servicer. Any portion of the 
servicing Fee not paid on such date shall 
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be added to the servicing Fee payable on the subsequent Payment Date. 

(c) The Note Issuer shall pay all expenses incurred by the servicer in 
connection with its activities hereunder (including any reasonable fees to and 
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disbursements by accountants, counsel, or any other Person, any taxes imposed on 
the servicer (other than taxes based on the servicer's net income) and any 
expenses incurred in connection with reports to Noteholders and 
certificateholders, subject to the priorities set forth in section 8.02(d) of 
the Note Indenture). 

section 6.07. compliance with Applicable Law. The servicer covenants and 
a~rees, in servicing the Transition Property, to comply in all material respects 
w1th all laws applicable to, and bindin~ upon, the servicer and relating to such 
Transition Property the noncompliance w1th which would have a material adverse 
effect on the value of the Transition Property; provided, however, that the 
fore~oing is not intended to, and shall not, impose any liability on the 
serv1cer for noncompliance with any law that the servicer is contesting in good 
faith in accordance with its customary standards and procedures. 

section 6.08. Access to certain Records and Information Regarding 
Transition Property. The servicer shall provide to the Noteholders, the Note 
Trustee and the certificate Trustee access to the Transition Property Records in 
such cases where the Noteholders, the Note Trustee and the certificate Trustee 
shall be required by applicable law to be provided access to such records. 
Access shall be afforded without charge, but only upon reasonable request and 
durin~ normal business hours at the respective offices of the servicer. Nothing 
in th1s section shall affect the obligation of the servicer to observe any 
applicable law (including any DPUC Regulation) prohibiting disclosure of 
information regarding the customers, and the failure of the servicer to provide 
access to such information as a result of such obligation shall not constitute a 
breach of this section. 

section 6.09. Appointments. 

(a) The servicer may at any time appoint any Person to perform all or any 
portion of its obligations as servicer hereunder; provided, however, that the 
Rating Agency condition shall have been satisfied in connection therewith 
(except that with respect to Moody's it shall be sufficient to provide ten days 
prior notice); and, provided, further, that the servicer shall remain obligated 
and be liable under this Agreement for the 
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serv1c1ng and administering of the Trans1t1on Property in accordance with the 
provisions hereof without diminution of such obligation and liability by virtue 
of the appointment of such Person and to the same extent and under the same 
terms and conditions as if the Servicer alone were servicing and administering 
the Transition Property; and, provided, further, however, that nothing herein 
(including the Rating Agency condition) shall preclude the execution by the 
servicer of a TPS service Agreement with any TPS pursuant to applicable DPUC 
Regulations. The fees and expenses of any such Person shall be as agreed between 
the servicer and such Person from time to time and none of the Note Issuer, the 
Note Trustee, the Noteholders or any other Person shall have any responsibility 
therefor or right or claim thereto. Any such appointment shall not constitute a 
servicer resignation under section 6.05. 

(b) The servicer has no employees. Therefore, in carrying out the foregoing 
duties or any of its other obligations under this Agreement, the Servicer may 
enter into transactions with or otherwise deal with any of its Affiliates to 
obtain the services of employees of such Affiliates as is its current practice; 
provided, however, that the terms of any such transactions or dealings shall be 
no less favorable to the Note Issuer than would be available from unaffiliated 
parties or that would be available if the servicer were to hire its own 
employees to perform such services. 

section 6.10. No servicer Advances. The servicer shall not make any 
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advances of interest on or principal of the Notes or the certificates. 

section 6.11. Maintenance of operations. The servicer agrees to continue to 
operate its distribution system to provide service to its customers so long as 
it is acting as the servicer under this Agreement. 

ARTICLE 7 

DEFAULT 

section 7.01. servicer Default. If any one of the following events (each a 
"servicer Default") shall occur and be continuing: 

(a) any failure by the servicer to remit to the collection Account on 
behalf of the Note Issuer any required Remittance that shall continue unremedied 
for a period of five (5) Business Days after written notice of such failure is 
received by the servicer from the Note Issuer or the Note 
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Trustee; or 

(b) any failure on the part of the servicer duly to observe or to perform 
in any material respect any other covenants or agreements of the servicer set 
forth in this Agreement, which failure shall (a) materially and adversely affect 
the rights of the Noteholders or certificateholders and (ii) continue unremedied 
for a period of 60 days after the date on which written notice of such failure, 
requiring the same to be remedied, shall have been given (A) to the servicer by 
the Note Issuer or (B) to the servicer by the Note Trustee or by the Holders of 
Notes evidencing not less than 25 percent of the outstanding Amount of the 
Notes; or 

(c) any representation or warranty made by the servicer in this Agreement 
shall prove to have been incorrect in any material respect when made, which has 
a material adverse effect on the Noteholders or certificateholders and which 
material adverse effect continues unremedied for a period of 60 days after 
written notice of such failure is received by the servicer from the Note Issuer 
or the Note Trustee; 

(d) an Insolvency Event occurs with respect to the servicer; or 

(e) an "Event of Termination" under the seller's Receivables Purchase and 
sale Agreement occurs and has not been remedied or waived; then, and in each and 
every case, so long as the servicer Default shall not have been remedied, either 
the Note Trustee, or the Holders of Notes evidencing not less than 25 percent of 
the outstanding Amount of the Notes, by notice then given in writing to the 
servicer (and to the Note Trustee if given by the Noteholders) (a "Termination 
Notice") may terminate all the rights and obligations (other than the 
obligations set forth in section 6.02) of the servicer under this Agreement. In 
addition, upon a servicer Default described in section 7.01(a), each of the 
following shall be entitled to apply to the DPUC for sequestration and payment 
of revenues arising with respect to the Transition Property in accordance with 
sections 16-245k(e) and section 16-245k(g) of the statute: (1) the Note Trustee 
or the Noteholders; (2) the certificate Trustee or the certificateholders; (3) 
the Delaware Trustee; (4) the Note Issuer or its assignees; or (5) pledgees or 
transferees of the Transition Property. on or after the receipt by the servicer 
of a Termination Notice, and subject to the approval of the DPUC, all authority 
and power of the servicer under this Agreement, whether with respect to the 
Notes, the Transition Property, the RRB charge or otherwise, shall, 
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without further action, pass to and be vested in such successor servicer as may 
be appointed under section 7.02; and, without limitation, the Note Trustee is 
hereby authorized and empowered to execute and deliver, on behalf of the 
predecessor servicer, as attorney-in-fact or otherwise, any and all documents 
and other instruments, and to do or accomplish all other acts or things 
necessary or appropriate to effect the purposes of such Termination Notice, 
whether to complete the transfer of the Transition Property Records and related 
documents, or otherwise. The predecessor servicer shall cooperate with the 
successor servicer, the Note Issuer and the Note Trustee in effecting the 
termination of the responsibilities and rights of the predecessor servicer under 
this Agreement, including the transfer to the successor servicer for 
administration by it of all cash amounts that shall at the time be held by the 
predecessor servicer for remittance, or shall thereafter be received by it with 
respect to the Transition Property or the RRB charge. In case a successor 
servicer is appointed as a result of a servicer Default, all reasonable costs 
and expenses (including reasonable attorneys' fees and expenses) incurred in 
connection with transferring the Transition Property Records to the successor 
servicer and amending this Agreement to reflect such succession as servicer 
pursuant to this section shall be paid by the predecessor servicer upon 
presentation of reasonable documentation of such costs and expenses. All other 
reasonable costs and expenses incurred in transferring servicing 
responsibilities to a successor servicer shall constitute Operating Expenses of 
the Note Issuer. 

section 7.02. Appointment of successor. 

(a) Upon the servicer's receipt of a Termination Notice pursuant to section 
7.01 or the servicer's resignation or removal in accordance with the terms of 
this Agreement, the predecessor servicer shall continue to perform its functions 
as servicer under this Agreement, and shall be entitled to receive the requisite 
portion of the servicing Fee and reimbursement of expenses as provided herein, 
until a successor servicer shall have assumed in writing the obligations of the 
servicer hereunder as described below. In the event of the servicer's 
termination hereunder, the Note Issuer shall appoint, subject to the approval of 
the DPUC, a successor servicer with the Note Trustee's pr1or written consent 
thereto (which consent shall not be unreasonably withheld), and the successor 
servicer shall accept its appointment by a written assumption in form reasonably 
acceptable to the Note Issuer and the Note Trustee. If within 30 days after the 
delivery of the 
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Termination Notice, the Note Issuer shall not have obtained such a new servicer, 
the Note Trustee may appoint (subject to the approval of the DPUC) or petition 
the DPUC or a court of competent jurisdiction to appoint a successor servicer 
under this A~reement. A Person shall qualify as a successor Servicer only if (i) 
such Person 1s permitted under DPUC Regulations to perform the duties of the 
servicer, (ii) the Rating A~ency condition shall have been satisfied and (iii) 
such Person assumes in writ1ng the obligations of the servicer hereunder or 
enters into a servicing agreement with the Note Issuer having substantially the 
same provisions as this Agreement. 

(b) Upon appointment, the successor servicer shall be the successor in all 
respects to the predecessor servicer and shall be subject to all the 
responsibilities, duties and liabilities arising thereafter relating thereto 
placed on the predecessor servicer and shall be entitled to the servicing Fee 
and all the rights granted to the predecessor servicer by the terms and 
provisions of this Agreement. 

section 7.03. waiver of Past Defaults. The Holders of Notes evidencing not 
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less than a majority of the outstanding Amount of the Notes may, on behalf of 
all Noteholders, waive in writing any default by the servicer in the performance 
of its obligations hereunder and its consequences, except a default in making 
any required Remittances to the collection Account in accordance with this 
Agreement. upon any such waiver of a past default, such default shall cease to 
exist, and any servicer Default arising therefrom shall be deemed to have been 
remedied for every purpose of this Agreement. No such waiver shall extend to any 
subsequent or other default or impair any right consequent thereto. 

section 7.04. Notice of servicer Default. The Servicer shall deliver to the 
Note Issuer, the Note Trustee, the certificate Trustee, the certificate Issuer, 
the Finance Authority and the Rating Agencies, promptly after any of its 
Responsible officers having obtained actual knowledge thereof, but in no event 
later than five Business Days thereafter, written notice in an officers' 
certificate of any event which with the giving of notice or lapse of time, or 
both, would become a servicer Default under section 7.01(a) or (b). 

section 7.05. Inter-creditor Agreement. so long as the Inter-creditor 
Agreement remains in effect, the rights and remedies set forth in this Article 7 
shall be subject to the provisions of the Inter-creditor Agreement. 

<PAGE> 

section 8.01. Amendment. 

ARTICLE 8 

MISCELLANEOUS PROVISIONS 

(a) This Agreement may be amended in writin~ by the servicer and the Note 
Issuer with ten Business Days' prior written not1ce given to the Rating Agencies 
and the prior written consent of the Note Trustee (which consent shall not be 
unreasonably withheld), but without the consent of any of the Noteholders or any 
of the certificateholders (notwithstanding any provision of any other document 
that would otherwise require such consent as a precondition of Note Trustee 
consent), to cure any ambiguity, to correct or supplement any provisions in this 
Agreement or for the purpose of addin~ any provisions to or changing in any 
manner or eliminating any of the prov1sions in this Agreement or of modifying in 
any manner the rights of the Noteholders; provided, however, that such action 
shall not, as evidenced by an Officer's certificate delivered to the Note 
Issuer, the Note Trustee and any swap counterparty, adversely affect in any 
material respect the interests of any Noteholder, or any certificateholder or 
adversely affect the interests of any swap counterparty. No amendment may be 
made to this Agreement that would adversely affect any swap counterparty without 
its prior written consent. 

(b) This Agreement may also be amended in writing from time to time by the 
servicer and the Note Issuer with ten Business Days' prior written notice given 
to the Rating Agencies and the prior written consent of the Note Trustee (which 
consent shall not be unreasonably withheld) and the prior written consent of the 
Holders of Notes evidencing not less than a majority of the outstandin~ Amount 
of the Notes, for the purpose of adding any provisions to or changing 1n any 
manner or eliminating any of the provisions of this Agreement or of modifying in 
any manner the rights of the Noteholders; provided, however, that any amendment 
of the provisions of sections 4.01 or 4.03 shall satisfy the Rating Agency 
condition. 

(c) If the written consent of Noteholders is required in connection with an 
amendment hereof, approval by Noteholders of the substance of any proposed 
amendment or consent shall constitute sufficient consent of the Noteholders 
pursuant to this section, and it shall not be necessary that Noteholders approve 
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of the particular form of any amendment or consent. 

(d) Promptly after the execution thereof, the Note Issuer shall provide 
each of the Rating Agencies with a copy of any amendment to this 
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Agreement. 

(e) Prior to its consent to any amendment to this Agreement, the Note 
Trustee shall be entitled to receive and conclusively rely upon an Opinion of 
counsel stating that such amendment is authorized or permitted by this 
Agreement. The Note Trustee may, but shall not be obligated to, enter into any 
such amendment which affects the Note Trustee's own rights, duties or immunities 
under this Agreement or otherwise. 

Section 8.02. Maintenance of Accounts and Records. 

(a) The servicer shall maintain accounts and records as to the Trans1t1on 
Property accurately and in accordance with its standard accounting procedures. 

(b) The servicer shall permit the Note Trustee and its agents at any time 
during normal business hours, upon reasonable notice to the servicer and to the 
extent it does not unreasonably interfere with the servicer's normal operations, 
to inspect, audit and make copies of and abstracts from the servicer's records 
regarding the Transition Property and the RRB charge. Nothing in this section 
8.02(b) shall affect the obligation of the servicer to observe any applicable 
law (including any DPUC Regulation) prohibiting disclosure of information 
regarding the customers, and the failure of the servicer to provide access to 
such information as a result of such obligation shall not constitute a breach of 
this section 8.02(b). 

section 8.03. Notices. unless otherwise specifically provided herein, all 
notices, directions, consents and waivers required under the terms and 
provisions of this Agreement shall be in English and in writing, and any such 
notice, direction, consent or waiver may be given by united States mail, courier 
service, facsimile transmission or electronic mail (confirmed by telephone, 
united States mail or courier service in the case of notice by facsimile 
transmission or electronic mail) or any other customary means of communication, 
and any such notice, direction, consent or waiver shall be effective when 
delivered, or if mailed, three days after deposit in the united States mail with 
proper postage for ordinary mail prepaid: 

(a) if to the servicer, to 

The connecticut Li~ht and Power company 
c/o Northeast Util1ties service company 
if by u.s. Mail: 
P.O. Box 270 
Hartford, CT 06141-0270 
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if by courier: 
107 selden Street 
Berlin, CT 06037 
Attention: Treasurer 
Facsimile: (860) 665-5457 
Tel~phone: (860) 665-3258 
Ema1l: shoopra@nu.com 
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(b) if to the Note Issuer, to 

CL&P Funding LLC 
c/o The connecticut Light and Power company 
if by u.s. Mail: 
P.O. Box 270 
Hartford, CT 06141-0270 

if by courier: 
107 selden street 
Berlin, CT 06037 
Attention: President 
Facsimile: (860) 665-5457 
Telephone: (860) 665-3258 
Email: shoopra@nu.com 

with a copy to: 

The connecticut Light and Power company 
if by u.s. Mail: 
P.O. Box 270 
Hartford, CT 06141-0270 
if by courier: 
107 selden Street 
Berlin, CT 06037 

Attention: 
Facsimile: 
Tel~phone: 
Ema1l: 

Treasurer 
860-665-5457 
860-665-3258 
shoopra@nu.com 

(c) if to the Note Trustee, to 

First union Trust company, National Association 
one Rodney square 
920 King Street, 1st Floor 
wilmin~ton, DE 19801-7475 
Attent1on: corporate Trust Administration 
Facsimile: (302) 888-7544 
Telephone: (302) 888-7500 

(d) if to Moody's, to 

Moody's Investors service, Inc. 
99 church street 
New York, NY 10007 
Attention: ABS Monitoring Department 
Facsimile: (212) 553-0573 
Telephone: (212) 553-3686 

(e) if to S&P, to 
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standard & Poor's 
55 water Street, 40th Floor 
New York, NY 10041 
Attention: Asset Backed surveillance Department 
Facsimile: (212) 438-2655 
Telephone: (212) 438-2000 
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(f) if to Fitch, to 

Fitch, Inc. 
one state street Plaza 
New York, NY 10004 
Attention: ABS surveillance 
Facsimile: (212) 514-9879 
Telephone: (212) 908-0500 
Email: surv@fitchratings.com 
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(g) if to the Finance Authority, to 

office of the State Treasurer 
55 Elm Street 
Hartford, CT 06103 
Attention: Assistant Treasurer - Debt Management 
Facsimile: (860) 702-3127 
Telephone: (860) 702-3034 

(h) if to the certificate Issuer, to: 

connecticut RRB Special Purpose Trust CL&P-1 
First union Trust company, National Association 
one Rodney square 
920 King Street, 1st Floor 
wilmin~ton, DE 19801-7475 
Attent1on: corporate Trust Administration 
Facsimile: (302) 888-7544 
Telephone: (302) 888-7500 

(with copies to the Finance Authority at the addresses listed herein) 

(i) if to any swap counterparty, to the address and in the manner set forth 
in any swap Agreement (a copy of which will be provided by the certificate 
Trustee, upon request); and 

(j) as to each of the foregoing, at such other address as shall be 
designated by written notice to the other parties. 

section 8.04. Assignment. Notwithstanding anything to the contrary 
contained herein, except as provided in section 6.04 and as provided in the 
provisions of this Agreement concerning the resignation of the Servicer, this 
Agreement may not be assigned by the servicer. 

section 8.05. Limitations on Rights of Third Parties. The provisions of 
this Agreement are solely for the benefit of the servicer, the Note Issuer, the 
Noteholders, the certificateholders, any swap counterparty, the Note Trustee, 
the certificate Trustee, the Delaware Trustee, the Finance 
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Authority, the certificate Issuer and the other Persons expressly referred to 
herein and such Persons shall have the right to enforce the relevant provisions 
of this Agreement, except that the Noteholders, and the certificateholders and 
any swap counterparty shall be entitled to enforce their ri~hts against the 
Servicer under this Agreement solely through a cause of act1on brought for their 
benefit by the Note Trustee or the certificate Trustee, as the case may be. 
Nothing in this Agreement, whether express or implied, shall be construed to 
give to any other Person any legal or equitable right, remedy or claim in the 
Transition Property or under or in respect of this Agreement or any covenants, 
conditions or provisions contained herein. 
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section 8.06. severability. Any provision of this Agreement that is 

prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, 
be ineffective to the extent of such prohibition or unenforceability without 
invalidatin~ the remaining provisions hereof, and any such prohibition or 
unenforceab1lity in any jurisdiction shall not invalidate or render 
unenforceable such provision in any other jurisdiction. 

section 8.07. separate counterparts. This Agreement may be executed by the 
parties hereto in separate counterparts, each of which when so executed and 
delivered shall be an original, but all such counterparts shall together 
constitute but one and the same instrument. 

section 8.08. Headings. The headings of the various Articles and sections 
herein are for convenience of reference only and shall not define or limit any 
of the terms or provisions hereof. 

section 8.09. Governing Law. This Agreement shall be construed in 
accordance with the substantive laws of the state of connecticut, without g1v1ng 
effect to its conflict of law or other principles that would cause the 
application of the laws of another jurisdiction, and the obligations, rights and 
remedies of the parties hereunder shall be determined in accordance with such 
laws. 

section 8.10. Assignment to Note Trustee. The servicer hereby acknowledges 
and consents to the collateral assignment of any or all of the Note Issuer's 
rights and obligations hereunder to the Note Trustee for the benefit of the 
holders of the Notes and to the further assignment of the Note Trustee's rights 
and obligations under the Note Indenture to the 
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certificate Trustee for the benefit of the holders of the certificates. 

section 8.11. Nonpetition Covenants. Notwithstanding any prior termination 
of this Agreement or the Note Indenture, but subject to the DPUC's right to 
order the sequestration and payment of revenues arising with respect to the 
Transition Property notwithstanding any bankruptcy, reorganization or other 
insolvency proceedings with respect to the debtor, pledgor or transferor of the 
Transition Property pursuant to sections 16-24Sk(e) and 16-24Sk(g) of the 
statute, the servicer shall not, prior to the date which is one year and one day 
after the termination of the Note Indenture with respect to the Note Issuer, 
petition or otherwise invoke or cause the Note Issuer or the Trust to invoke the 
process of any court or governmental authority for the purpose of commencing or 
sustaining a case against the Note Issuer or the Trust under any federal or 
state bankruptcy, insolvency or similar law or appointing a receiver, 
liquidator, assignee, trustee, custodian, sequestrator or other similar official 
of the Note Issuer or the Trust or any substantial part of the property of the 
Note Issuer or the Trust, or ordering the winding up or liquidation of the 
affairs of the Note Issuer or the Trust. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 

IN WITNESS WHEREOF, the parties hereto have caused this Trans1t1on Property 
servicing Agreement to be duly executed by their respective officers as of the 
day and year first above written. 

CL&P FUNDING LLC, 
Note Issuer 
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By: 
Name: 
Title: 

/S/RANDY A. SHOOP 
Randy A. Shoop 
President 

THE CONNECTICUT LIGHT AND POWER COMPANY, 
servicer 

By 
Name: 
Title: 

/S/RANDY A. SHOOP 
Randy A. Shoop 
Treasurer 

EXHIBIT A 

CERTIFICATE OF COMPLIANCE 

The undersigned hereby certifies that he/she is the duly elected and acting 
[ ] of The connecticut Light and Power company, as servicer (the 
"servicer") under the Transition Property servicing Agreement, dated as of March 
_, 2001 (the "servicing Agreement"), between the servicer and CL&P Funding LLC 
(the "Note Issuer"), and further certifies on behalf of the servicer that: 

1. A review of the activities of the servicer and of its performance under 
the servicing Agreement during the months ended December 31, 20[_] 
has been made under the supervision of the undersigned pursuant to section 3.03 
of the servicing Agreement; and 

2. To the undersigned's knowledge, based on such review, the servicer has 
fulfilled all of its material obligations in all material respects under the 
servicing A9reement throughout the months ended December 31, 20[_], 
except as l1sted on Annex A hereto. Executed as of this day of 
-----· 20_. 

Nature of Default 

THE CONNECTICUT LIGHT AND POWER COMPANY, 
servicer 
By: /S/ RANDY A. SHOOP 
Name: RANDY A. SHOOP 
Title: Treasurer 

ANNEX A TO EXHIBIT A 

LIST OF SERVICER DEFAULTS 

EXHIBIT B 
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FORM OF ROUTINE TRUE-UP LETTER 

[date] 

ADVICE 

THE STATE OF CONNECTICUT DEPARTMENT OF PUBLIC UTILITY CONTROL (THE "DEPARTMENT") 

SUBJECT: Periodic RRB charge True-up Mechanism Advice Filing 

Pursuant to DPUC Docket No. 00-05-01 (the "Financing order"), The connecticut 
Light and Power company ("CL&P"), as servicer of the RRBs or any successor 
servicer and on behalf of the RRB Trustee as assignee of the special purpose 
entity (the "SPE"), shall apply for adjustment to the RRB charge fifteen days 
prior to January first of each year and at such additional intervals as may be 
provided for in the Financin~ order. Any capitalized terms not defined herein 
shall have the meanings ascr1bed thereto in the Financing order. 

PURPOSE 

This filing establishes the revised RRB charge to be assessed and collected from 
CL&P's customers, whether or not CL&P's distribution system is being operated by 
CL&P or a successor distribution company. The RRB charge is a usage-based 
component of the competitive transition assessment on each customer's monthly 
bill and may include any back-up, maintenance, emergency or other delivery or 
energy service fee collected until the Total RRB Payment Requirements are 
discharged in full. The RRB charge is applied equally to all customers of the 
same class in accordance with the method of allocation in effect on July 1, 
1998. In the Financing order, the Department authorized CL&P to file Routine 
True-up Letters fifteen days prior to the first day of January of each year and 
at such additional intervals, if necessary, as provided for in the Financing 
order. CL&P, or a successor servicer, is authorized to file periodic RRB charge 
adjustments to the extent necessary to ensure the timely recovery of revenues 
sufficient to provide for the payment of an amount equal to the sum of the 
Periodic RRB Payment Requirement for the upcoming year, which may include 
indemnity obli~ations of the SPE in the RRB transaction documents for SPE 
officers and d1rectors, trustee fees, liabilities of the special purpose trust 
and liabilities to the underwriters related to the underwriting of the RRBs. 
Routine True-up Letter filings are those where CL&P uses the methodology 
approv~d ~Y the Department in the Financing order to adjust upward or downward 
the ex1st1ng RRB charge. 

using the methodology approved by the Department in the Financing order, this 
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filing modifies the variables used in the RRB charge calculation and provides 
the resulting modified RRB charge. Table I shows the revised assumptions for 
each of the variables used in calculating the RRB charge for customers. The 
assumptions underlying the current RRB charges were filed in an Issuance Advice 
Letter, dated March 30, 2001. 

Table I below shows the current assumptions for each of the variables used in 
the RRB charge calculation. 

TABLE I 

INPUT VALUES FOR RRB CHARGE 
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Forecasted retail kwh sales for the period: __ __ 

Forecasted percent of customers' billed amounts charged-off: __ __ 
Percent of customers' billed amounts charged-off: __ __ 
weighted average days sales outstanding: __ __ 

(calculated as follows) 

Percent of billed amounts collected in current month: __ __ 
Percent of billed amounts collected in second month after billing: __ __ 
Percent of billed amounts collected in third month after billing: __ __ 
Percent of billed amounts collected in fourth month after billing: __ __ 
Percent of billed amounts collected in fifth month after billing: __ __ 

Forecasted ongoing interest and transaction expenses (including any already 
accrued but unpaid for the period): __ __ 

current overcollateralization subaccount balance: ____ _ 
scheduled overcollateralization subaccount balance at the end of the 
period: __ _ 

current capital subaccount balance: ____ _ 
Initial capital subaccount balance: ____ _ 

current RRB outstanding balance: __ __ 

scheduled RRB outstanding balance at the end of the period: ____ _ 
current Reserve subaccount balance: ____ _ 

The adjusted RRB charge calculated for customers is as follows: 

EFFECTIVE DATE 

In accordance with the Financing order, Routine True-up Letters for annual 
RRB charge adjustments shall be filed fifteen days prior to January 1 each 
year or more frequently, if necessary, with the resulting changes to be 
effective 15 days after the filing, notwithstanding the fact that 
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adjustments to other components of the CTA will occur simultaneously and may not 
become effective immediately. No approval by the Department is required. 
Therefore, these RRB charges shall be effective as of _______ __ 

NOTICE 

copies of this filing are being furnished to the parties on the attached 
service list. Notice to the public is hereby ~iven by filing and keeping 
this filing open for public inspection at CL&P s corporate headquarters. 

Enclosures 

EXHIBIT C 
FORM OF MONTHLY SERVICER CERTIFICATE 

Pursuant to section 4.01(d)(2) of the Transition Property servicing 
A~reement, dated as of March 30, 2001 (the "Agreement"), between The connecticut 
L1ght and Power company, as servicer (the "servicer") and CL&P Funding LLC, the 
Servicer does hereby certify as follows: 
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capitalized terms used herein have their respective meanings as set forth 
in the Agreement. 

For the Monthly Period: __________ __ 

1. Billings: 

a) Monthly kwh consumption: 
b) Applicable RRB charge: 
c) Total RRB charge Amount Billed this Month: 
d) cumulative RRB charge Amount Billed this Remittance Period: 

2. Remittances: 

a) Total Amount Remitted this Month: 
b) cumulative Amount Remitted this Remittance Period: 
c) "RRB%" (calculated in accordance with Annex II to the Agreement)for 

this Remittance Period: 

3. Draws on subaccounts: 

a) 
b) 

c) 
d) 

e) 
f) 
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Reserve subaccount Draw Amount this Month: 
cumulative Reserve subaccount Draw Amount this Remittance Period 
(net of fundin~): 
overcollateral1zation subaccount Draw Amount this Month: 
cumulative overcollateralization subaccount Draw Amount this 
Remittance Period (net of funding): 
capital subaccount Draw Amount this Month: 
cumulative capital subaccount Draw Amount this Remittance Period 
(net of funding): 

Executed as of this day of 

THE CONNECTICUT LIGHT AND POWER COMPANY, 
servicer 

By: 
Name: 
Title: 

/s/ RANDY A. SHOOP 
RANDY A. SHOOP 
TREASURER 

EXHIBIT D 

FORM OF QUARTERLY SERVICER CERTIFICATE 

Pursuant to section 4.0l(d)(3) of the Transition Property servicing 
A~reement, dated as of March 30, 2001 (the "Agreement"), between The connecticut 
L1ght and Power company, as servicer (the "servicer"), and CL&P Funding LLC, the 
servicer does hereby certify, for the current Payment Date ( __ , 20[ 
]) (the "current Payment Date"), as follows: 

capitalized terms used herein have their respective meanings as set forth 
in the Agreement. References herein to certain sections and subsections are 
references to the respective sections of the Agreement. 
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1. RRB charge collections and Aggregate Amounts Available for the current 
Payment Date: 

i. 
i i . 
iii . 

Amount Remitted [Month] [Year] 
Amount Remitted [Month] [Year] 
Amount Remitted [Month] [Year] 
Amount Remitted [Month] [Year] 
Amount Remitted [Month] [Year] 
Amount Remitted [Month] [Year] 
Amount Remitted [Month] [Year] 
Amount Remitted [Month] [Year] 

iv. 
v. 
vi. 
vii. 
viii. 
ix. Total Amount Remitted for this Period (sum of i. through viii. 

above): 
Net Earnings on collection Account: 
Expenses Paid to Date: 

X. 
xi. 
xi i. 
xi i i. 
xiv. 
XV. 
xvi. 

General subaccount Balance (sum of ix. and x.above minus xi.): 
Reserve subaccount Balance 
overcollateralization subaccount Balance 
capital subaccount Balance 
collection Account Balance (sum of xii.through xv. above): 

2. Outstanding Principal Balance as of Prior Payment Date by Tranche: 

A-1 Principal Balance outstanding Note/Certificate: 
A-2 Principal Balance outstanding Note/Certificate: 

i . class 
i i . class 
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iii . class 
iv. class 
v class 
vi. Total 

A-3 Principal Balance outstanding Note/Certificate: 
A-4 Principal Balance outstanding Note/Certificate: 
A-5 Principal Balance outstanding Note/Certificate: 
Note/Certificate Principal Balance: 

3. Required Funding/Payments as of current Payment Date 

a) Projected Principal Balances and Payments 

Projected 
Principal 

Quarterly 
Principal Due 

i. class A-1 Note/Certificate 
ii. class A-2 Note/Certificate 
iii. class A-3 Note/Certificate 
iv. class A-4 Note/Certificate 
v. class A-5 Note/Certificate 
vi. Total Projected Principal Amount: 

b) Required Interest Payments 

Note/cert 
Interest Rate 

i. class A-1 Note/Certificate 
ii. class A-2 Note/Certificate 
iii. class A-3 Note/Certificate 
iv. class A-4 Note/Certificate 
v. class A-5 Note/Certificate 
vi. Total Required Interest 

Amount: 
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c) Projected subaccount Payments and Levels 

subaccount 

i. capital subaccount: 
ii. overcollateralization subaccount: 
iii. Total subaccount 

Payments and Levels: 

Projected 
Level 

Level 
Required 

4. Allocation of Remittances as of current Payment Date Pursuant to section 
8.02(d) of Note Indenture: 

a) Quarterly Expenses 

Net Expense Amount (Payable on current Payment Date) 

i. Note, Delaware and certificate Trustee Fees and Expenses: 
ii. Quarterly servicing Fee: 
iii. Quarterly Administration Fee: 
iv. operating Expenses (subject to $100,000 cap): 
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v. Total Expenses: 

b) Quarterly Interest 

i. class A-1 Note/Certificate 
ii. class A-2 Note/Certificate 
iii. class A-3 Note/Certificate 
iv. class A-4 Note/Certificate 
v. class A-5 Note/Certificate 
vi. Total Quarterly Interest: 

c) Quarterly Principal 

i. class A-1 Note/Certificate 
ii. class A-2 Note/Certificate 
iii. class A-3 Note/Certificate 
iv. class A-4 Note/Certificate 
v. class A-5 Note/Certificate 
vi. Total Quarterly Principal: 

d) Other Payments 

i. operating Expenses (in excess of 
$100,000): 

ii. Funding of capital subaccount 
(to required amount): 

iii. Funding of overcollateralization 
subaccount (to required level): 

iv. Deposits to Reserve subaccount: 

Per $1000 of 
original 

Per $1000 of 
original 

v. Interest earnings on capital Account 
Released to Note Issuer: 
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e) Aggregate Payments Pursuant to section 8.02(d)(i) of Note Indenture 

i. To Note Trustee, certificate Trustee and 
Delaware Trustee: 

ii. To Finance Authority and certificate Issuer: 

5. outstanding Principal Balance and collection Account Balance as of current 
Payment Date (after giving effect to payments to be made on such 
distribution date): 

a) Principal Balance Outstanding: 

i . class A-1 Principal Balance Outstanding Note/Certificate: 
11 . class A-2 Principal Balance outstanding Note/Certificate: 
iii . class A-3 Principal Balance Outstanding Note/Certificate: 
iv. class A-4 Principal Balance outstanding Note/Certificate: 
v. class A-5 Principal Balance outstanding Note/Certificate: 
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vi. Total Note/Certificate Principal Balance: 

b) collection Account Balances Outstanding: 

i. capital subaccount: 
ii. overcollateralization subaccount: 
iii. Reserve subaccount: 
iv. Total subaccount Amount: 

6. subaccount Draws as of current Payment Date (if applicable, 
pursuant to section 8.02(e) of Note Indenture): 

i . 
i i . 
iii . 
i v. 

capital subaccount: 
overcollateralization subaccount: 
Reserve Subaccount: 
Total subaccount Draws: 

7. shortfalls in Interest and Principal Payments as of current 
Payment Date (if applicable): 

a) Quarterly Interest shortfall 

i . class A-1 Note/Certificate 
i i . class A-2 Note/Certificate 
iii . class A-3 Note/Certificate 
iv. class A-4 Note/Certificate 
v. class A-5 Note/Certificate 
vi. Total Quarterly Interest shortfall: 

b) Quarterly Principal shortfall 

i . class A-1 Note/Certificate 
i i . class A-2 Note/Certificate 
iii . class A-3 Note/Certificate 
iv. class A-4 Note/Certificate 
v. class A-5 Note/Certificate 
vi. Total Quarterly Principal shortfall: 

8. shortfalls in Required subaccount Levels as of current 
Distribution Date: 
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i. capital subaccount 

ii. overcollateralization subaccount: 

iii. Total subaccount shortfalls: 

IN WITNESS WHEREOF, the undersigned has duly executed and delivered this 
Quarterly servicer certificate this _ day of __ , 
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<TABLE> 
<CAPTION> 
Payment class 
Date A-1 
<S> <C> 
closing 224,858,822 
9/30/01 181,027,904 
12/30/01 145,111,154 
3/30/02 112,308,456 
6/30/02 87,709,027 
9/30/02 58,292,404 
12/30/02 32,187,247 
3/30/03 0 
6/30/03 0 
9/30/03 0 
12/30/03 0 
3/30/04 0 
6/30/04 0 
9/30/04 0 
12/30/04 0 
3/30/05 0 
6/30/05 0 
9/30/05 0 
12/30/05 0 
3/30/06 0 
6/30/06 0 
9/30/06 0 
12/30/06 0 
3/30/07 0 
6/30/07 0 
</TABLE> 
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<TABLE> 
<S> <C> 

THE CONNECTICUT LIGHT AND POWER COMPANY, 
Servicer 

By: /S/RANDY A. SHOOP 
Name: RANDY A. SHOOP 
Title: TREASURER 

SCHEDULE 4.01(a) 
Expected Amortization schedule 
outstanding Principal Balance 

class 
A-2 

<C> 
255,056,333 
255' 056, 333 
255,056,333 
255,056,333 
255,056,333 
255' 056,333 
255,056,333 
255,056,333 
227,732,868 
195,337,425 
166,293,780 
131,792,472 
102,416,672 

67,903,967 
36,747,662 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

<C> 

class 
A-3 

<C> 
292,381,624 
292,381,624 
292,381,624 
292,381,624 
292,381,624 
292,381,624 
292,381,624 
292,381,624 
292,381,624 
292,381,624 
292,381,624 
292,381,624 
292,381,624 
292,381,624 
292,381,624 
292,381,624 
260,766,487 
223,906,099 
190,375,878 
151,200,741 
117,159,077 

77,796,006 
41,760,787 

0 
0 

<C> 
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Class 
A-4 

<C> 
287,907,878 
287,907,878 
287,907,878 
287,907,878 
287,907,878 
287,907,878 
287,907,878 
287,907,878 
287,907,878 
287,907,878 
287,907,878 
287,907,878 
287,907,878 
287,907,878 
287,907,878 
287,907,878 
287,907,878 
287,907,878 
287,907,878 
287,907,878 
287,907,878 
287,907,878 
287,907,878 
287,907,878 
251,293,044 

<C> 

class 
A-5 

<C> 
378,195,343 
378,195,343 
378,195,343 
378,195,343 
378,195,343 
378,195,343 
378,195,343 
378,195,343 
378,195,343 
378,195,343 
378,195,343 
378,195,343 
378,195,343 
378,195,343 
378,195,343 
378,195,343 
378,195,343 
378,195,343 
378,195,343 
378,195,343 
378,195,343 
378,195,343 
378,195,343 
378,195,343 
378,195,343 

<C> 
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9/30/07 0 0 0 209,247,737 378,195,343 
12/30/07 0 0 0 170,490,986 378,195,343 
3/30/08 0 0 0 125,955,154 378,195,343 
6/30/08 0 0 0 86,550,513 378,195,343 
9/30/08 0 0 0 41,638,744 378,195,343 
12/30/08 0 0 0 0 378,195,343 
3/30/09 0 0 0 0 330' 702 '282 
6/30/09 0 0 0 0 288,320,065 
9/30/09 0 0 0 0 240' 335 '496 
12/30/09 0 0 0 0 195,586,975 
3/30/10 0 0 0 0 144,900,682 
6/30/10 0 0 0 0 99,319,619 
9/30/10 0 0 0 0 48,054,208 
12/30/10 0 0 0 0 0 
</TABLE> 

ANNEX I 

SERVICING PROCEDURES 

The Servicer agrees to comply with the following servicing procedures: 

SECTION 1. DEFINITIONS 

(a) capitalized terms used herein and not otherwise defined herein shall 
have the meanings set forth in the Agreement. 

(b) whenever used in this Annex I, the following words and phrases shall 
have the following meanings: 

"Billed RRB charges" means the dollar amounts billed to customers or the 
Applicable TPS or allocated from special contract customers in accordance 
with section 3.01(a)(3) of the Agreement, in each case in respect of the RRB 
charge, whether billed to customers or the Applicable TPS by the servicer or 
to customers by a TPS pursuant to a TPS service Agreement. 

"servicer Policies and Practices" means, with respect to the servicer's 
duties under this Annex I, the policies and practices of the servicer 
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applicable to such duties that the servicer follows with respect to comparable 
assets that it services for itself or others, as in effect from time to time and 
in accordance with DPUC Regulations. The servicer shall provide ten days' prior 
written notice to the Rating Agencies of any amendment to the servicer Policies 
and Practices that would adversely affect in any material respect the 
Noteholders or certificateholders. 

SECTION 2. DATA ACQUISITION 

(a) Installation and Maintenance of Meters. Except to the extent that a TPS 
is responsible for such services pursuant to a TPS service Agreement, the 
servicer shall cause to be installed, replaced and maintained meters in 
accordance with the servicer Policies and Practices. 

(b) Meter Reading. In accordance with the servicer Policies and Practices, 
the servicer shall obtain usage measurements for each customer; provided, 
however, that the servicer may determine any customer's usage on the basis of 
estimates in accordance with applicable DPUC Regulations; and, provided, 
further, that the servicer may obtain usage measurements from the Applicable TPS 
for customers receiving meter reading services from such TPS if the applicable 
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TPS service Agreement so provides. 

(c) cost of Metering. The Note Issuer shall not be obligated to pay any 
costs associated with the metering duties set forth in this section 2, including 
the costs of installing, replacing and maintainin~ meters, nor shall the Note 
Issuer be entitled to any credit against the serv1cing Fee for any cost savings 
realized by the servicer or any TPS as a result of new metering and/or billing 
technologies. 

SECTION 3. USAGE AND BILL CALCULATION 

The servicer shall obtain a calculation of each customer's usage (which may be 
based on data obtained from such customer's meter read or on usage estimates 
determined in accordance with applicable DPUC Regulations) in accordance with 
the servicer Policies and Practices and shall determine therefrom Billed RRB 
charges; provided, however, that in the case of customers served by a TPS 
pursuant to a TPS service Agreement, the servicer may obtain usage measurements 
from the Applicable TPS for customers receiving meter reading services from such 
TPS if the applicable TPS Service Agreement so provides and shall determine 
therefrom Billed RRB charges. 

SECTION 4. BILLING 
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(a) The servicer shall implement the RRB charge as of the closing Date and 
shall thereafter bill each customer or the Applicable TPS, or allocate from 
special contract customers in accordance with section 3.01(a)(3) of the 
A~reement, in each case for each customer's Billed RRB charges in accordance 
w1th the provisions of this section 4. 

(b) Frequency of Bills; Billing Practices. In accordance with the servicer 
Policies and Practices, the servicer shall generate and issue a Bill to each 
customer, or, in the case of a customer who is being billed by a TPS, to the 
Applicable TPS, or allocate from special contract customers in accordance with 
section 3.01(a)(3) of the Agreement, in each case with respect to such 
customer's Billed RRB charges. In the event that the Servicer makes any material 
modification to the servicer Policies and Practices, it shall notify the Note 
Issuer, the Note Trustee, the certificate Trustee and the Ratin~ Agencies as 
soon as practicable, and in no event later than 60 servicer Bus1ness Days after 
such modification ~oes into effect; provided, however, that the servicer may not 
make any modificat1on that will materially adversely affect the 
certificateholders. 

(c) Format. 

(i) Each Bill to a customer shall contain or be deemed to contain a CTA 
that shall include the RRB charge owed by such customer for the applicable 
billing period, subject, in the case of special contract customers, to section 
3.01(a)(3) of the Agreement. 

(ii) Each Bill in which the CTA is listed as a line item shall contain a 
statement (as a footnote) to the effect that all or a portion of the CTA is 
owned by the Note Issuer and not the seller. 

(iii) The servicer shall conform to such requirements in respect of the 
format, structure and text of Bills delivered to customers and TPSs as 
applicable DPUC Regulations shall from time to time prescribe. To the extent 
that Bill format, structure and text are not prescribed by applicable law or by 
applicable DPUC Regulations, the servicer shall, subject to clauses (i) and (ii) 
of this subsection (c), determine the format, structure and text of all Bills in 
accordance with its reasonable business judgment, the servicer Policies and 
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Practices and historical practice. 

(d) Delivery. Except as provided in the next sentence, the servicer shall 
deliver all Bills to customers (i) by united States mail in such class or 
classes as are consistent with the servicer Policies and Practices or (ii) by 
any other means, whether electronic or otherwise, that the servicer 
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may f~om time to time use in accordance with the servicer Policies and 
Pract1ces. In the case of customers that have elected to be billed by a TPS, the 
servicer shall deliver all Bills to the Applicable TPSs by such means as are 
mutually agreed upon by the servicer and the Applicable TPS in the TPS service 
Agreement and which are consistent with DPUC Regulations. The servicer or a TPS, 
as applicable, shall pay from its own funds all costs of issuance and delivery 
of all Bills that it renders, including printing and postage costs as the same 
may increase or decrease from time to time. 

SECTION 5. CUSTOMER SERVICE FUNCTIONS 

The servicer or a TPS to the extent provided in the applicable TPS Service 
Agreement shall handle all customer inquiries and other customer service matters 
according to the servicer Policies and Practices. 

SECTION 6. COLLECTIONS; PAYMENT PROCESSING; REMITTANCE 

(a) collection Efforts, Policies, Procedures. 

(i) The servicer shall collect Billed RRB charges from customers and TPSs 
as and when the same become due in accordance with such collection procedures as 
it follows with respect to comparable assets that it services for itself or 
others, including the following: 

(A) The servicer shall prepare and deliver overdue notices to customers and 
TPSs in accordance with applicable DPUC Regulations and the servicer Policies 
and Practices. 

(B) The servicer shall deliver past-due and shut-off notices in accordance 
with applicable DPUC Regulations and the servicer Policies and Practices. 

(c) The servicer shall adhere to and carry out disconnection policies and 
termination of billing by a TPS pursuant to a TPS service Agreement in 
accordance with sections 16-262c, 16-262d and 16-262e of the connecticut General 
Statutes or successor provisions, applicable DPUC Regulations and the servicer 
Policies and Practices. 

(D) The servicer may employ the assistance of collection agents in 
accordance with applicable DPUC Regulations and the servicer Policies and 
Practices. 

(E) The servicer shall apply customer and TPS deposits to the payment of 
delinquent accounts in accordance with applicable DPUC Regulations and the 
servicer Polices and Practices. 

(F) The servicer shall comply with the provisions of section 3.01(a)(3) of 
the Agreement relating to special contract customers. 

<PAGE> 

(ii) The servicer shall not waive any late payment charge or any other fee 
or charge relating to delinquent payments, if any, or waive, vary or modify any 

Page 39 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 59 of 732



c Exhibit 10.2.txt 
terms of payment of any amounts payable by a customer, in each case unless such 
waiver or action: (A) would be in accordance with the servicer Policies and 
Practices, (B) would not materially adversely affect the certificateholders and 
(B) would comply in all material respects with applicable law. 

(iii) The servicer shall accept payment from customers in respect of Billed 
RRB charges in such forms and methods and at such times and places in accordance 
with the servicer Policies and Practices. The servicer shall accept payment from 
TPSs in respect of Billed RRB charges in such forms and methods and at such 
times and places as the servicer and each TPS shall mutually agree in accordance 
with the applicable TPS service Agreement and applicable DPUC Regulations. 

(b) Payment Processing, Allocation, Priority of Payments. The servicer 
shall post all payments received to customer or TPS accounts as promptly as 
practicable, and, in any event, substantially all payments shall be posted no 
later than one servicer Business Day after receipt. 

(c) Investment of RRB charge Payments Received. Prior to remittance on the 
applicable Remittance Date, the servicer may invest RRB charge Payments at its 
own risk and for its own benefit, and such investments and funds shall not be 
required to be segregated from the other investments and funds of the servicer. 
The servicer shall be entitled to retain as additional compensation any interest 
earnings on RRB charge Payments invested by it. 

(d) calculation of RRB charge Payments; Remittances. In accordance with 
section 4.03(a) of the Agreement, the servicer shall remit to the Note Trustee 
for deposit in the collection Account an amount equal to the RRB charge Payments 
calculated in accordance with the methodology described in Annex II attached to 
the Agreement. 

(e) Remittances. 

(i) The Note Issuer shall cause to be established the collection Account in 
the name of the Note Trustee in accordance with section 8.02 of the Note 
Indenture. 

<PAGE> 

(ii) The servicer shall make or cause to be made Remittances to the 
collection Account in accordance with section 4.03 of the Agreement. 

(iii) Any change of account or change of institution affecting the 
collection Account shall not take effect until the Note Issuer has provided at 
least fifteen (15) servicer Business Days written notice thereof to the 
servicer. 

SECTION 7. TPSS 

In the event a TPS performs services pursuant to a TPS service Agreement, the 
servicer shall comply with the procedures set forth in schedule A to this Annex 
I. 

SCHEDULE A 

TO ANNEX I 

Additional servicing Procedures Applicable to TPSs 

1. Establishing TPS Relationship 
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In addition to any actions required by the DPUC or by applicable law, for each 
TPS that is responsible for collecting Billed RRB charges, the servicer shall 
take the following steps: 

(a) Maintain adequate records of the payment arrangement applicable to such 
TPS; 

(b) Maintain copies of all customer requests to convert to billing by a 
TPS; 

(c) verify with the DPUC that each TPS is licensed to supply electricity in 
connecticut; 

(d) obtain information from the TPS including, but not limited to: name, 
contact, address, telephone facsimile transmission number and internet address; 

(e) Maintain and update records of customers to permit prompt reversion to 
dual-billing; 

(f) Maintain estimates of one month's maximum RRB char~e Payments for each 
TPS required to post a bond, letter of credit or cash depos1t pursuant to the 
applicable TPS service Agreement; and 

(g) comply with credit conditions set out in the Financing order and 
applicable TPS service Agreement. 

2. Monitoring TPS obligations 

<PAGE> 

(a) The servicer shall require each TPS to pay all undisputed and all 
disputed Billed RRB charges or make a financial arrangement for such payment 
according to the applicable TPS service Agreement; and 

(b) For all TPSs subject to any remittance option where such TPS is liable 
for all amounts billed in respect of customers served thereby regardless of the 
amounts received therefrom, the servicer shall monitor payment compliance and 
take all actions permitted by the DPUC and the Financing order in the event of a 
default in payment. 

3. Enforcing TPS obligations 

The servicer shall promptly take all actions specified by the Financing 
order with respect to amounts not remitted to the servicer in accordance with 
the payment terms specified by the Financing order, in addition to any other 
remedies available at law. 

</TEXT> 
</DOCUMENT> 

ANNEX II 

REMITTANCE METHODOLOGY 
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CREDIT AGREEMENT 

Dated as of September 24, 2010 

 
THIS CREDIT AGREEMENT is made by and among: 

NORTHEAST UTILITIES, an unincorporated voluntary business 
association organized under the laws of the Commonwealth of 
Massachusetts (“NU” or the “Borrower”); 

The financial institutions (the “Banks”) listed on the signature pages 
hereof and the other Lenders (as hereinafter defined) from time to time 
party hereto;  

UNION BANK, N.A. (“Union Bank”), as Administrative Agent (as 
hereinafter defined) for the Lenders and the Fronting Banks (as hereinafter 
defined); and 

BARCLAYS BANK PLC (“Barclays”), CITIBANK, N.A. (“Citibank”) 
JPMORGAN CHASE BANK, N.A. (“JPMorgan Chase”) and UNION 
BANK, each as a Fronting Bank. 

PRELIMINARY STATEMENT 

The Borrower has requested that the Banks and the Fronting Banks agree, on the terms 
and conditions set forth herein, to provide the Borrower a $500,000,000 three-year revolving 
credit and letter of credit facility to be used for the purposes set forth herein.  The Lenders and 
the Fronting Banks have indicated their willingness to provide such a facility on the terms and 
conditions of this Agreement. 

Based upon the foregoing and subject to the terms and conditions set forth in this 
Agreement, the parties hereto hereby agree as follows: 

ARTICLE I 
DEFINITIONS AND ACCOUNTING TERMS 

Certain Defined Terms. 

  As used in this Agreement, the following terms shall have the following meanings (such 
meanings to be applicable to the singular and plural forms of the terms defined): 

“Account Party” has the meaning assigned to that term in Section 2.02(a). 

“Additional Lender” has the meaning assigned to that term in Section 2.04(b). 

“Administrative Agent” means Union Bank, in its capacity as administrative agent 
hereunder, or any successor thereto as provided herein. 

 
 
 
 

(i)

(ii)

(iii)

(iv)

SECTION  1.01.
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“Advance” means an advance by a Lender to the Borrower pursuant to Article III, and 
refers to a Eurodollar Rate Advance or a Base Rate Advance (each of which shall be a “Type” of 
Advance). 

“Affiliate” means, with respect to any Person, any other Person directly or indirectly 
controlling (including, but not limited to, all directors and officers of such Person), controlled by, 
or under direct or indirect common control with such Person.  A Person shall be deemed to 
control another entity if such Person possesses, directly or indirectly, the power to direct or cause 
the direction of the management and policies of such entity, whether through the ownership of 
voting securities, by contract or otherwise. 

“Agreement” means this Credit Agreement, as the same may be modified, amended 
and/or supplemented pursuant to the terms hereof. 

“Applicable Facility Fee Rate” means, for any day, the percentage per annum set forth 
below in effect on such day, determined on the basis of the Applicable Rating Level of the 
Borrower: 

Any change in the Applicable Facility Fee Rate caused by a change in the Applicable Rating 
Level shall take effect at the time such change in the Applicable Rating Level shall occur. 

“Applicable Lending Office” means, with respect to each Lender: 

in the case of any Advance, (A) such Lender’s “Eurodollar Lending 
Office” in the case of a Eurodollar Rate Advance or (B) such Lender’s “Domestic 
Lending Office” in the case of a Base Rate Advance, in each case as specified opposite 
such Lender’s name on Schedule I hereto or in the Assignment and Assumption pursuant 
to which it became a Lender; or 

in each case, such other office of such Lender as such Lender may from 
time to time specify in writing to the Borrower and the Administrative Agent. 

“Applicable Margin” means, for any day for any outstanding Advance, the percentage 
per annum set forth below in effect on such day, determined on the basis of the Applicable 
Rating Level for the Borrower: 

 
 
 
 

Applicable Facility Fee Rate 

Applicable Rating Level Percentage (%) 
Level I 0.175 
Level II 0.225 
Level III 0.350 
Level IV 0.500 
Level V 0.600  

(i)

(ii)
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Any change in the Applicable Margin caused by a change in the Applicable Rating Level shall 
take effect at the time such change in the Applicable Rating Level shall occur. 

“Applicable Rate” means, with respect to any Advance made to the Borrower, either of 
(i) the Base Rate from time to time applicable to such Advance plus the Applicable Margin, or 
(ii) the Eurodollar Rate from time to time applicable to such Advance plus the Applicable 
Margin. 

“Applicable Rating Level” shall be determined at any time and from time to time on the 
basis of the Reference Ratings in accordance with the following: 

“Level I” applies on any day on which the S&P Reference Rating is A- or higher or the 
Moody’s Reference Rating is A3 or higher. 

“Level II” applies on any day on which (i) the S&P Reference Rating is BBB+ or higher or the 
Moody’s Reference Rating is Baa1 or higher and (ii) Level I does not apply. 

“Level III” applies on any day on which (i) the S&P Reference Rating is BBB or higher or the 
Moody’s Reference Rating is Baa2 or higher and (ii) neither Level I or Level II applies. 

“Level IV” applies on any day on which (i) the S&P Reference Rating is BBB- or higher or the 
Moody’s Reference Rating is Baa3 or higher and (ii) none of Levels I, II or III applies. 

“Level V” applies on any day on which (i) the S&P Reference Rating is BB+ or lower or the 
Moody’s Reference Rating is Ba1 or lower and (ii) none of Levels I, II, III or IV applies. 

In the event that the Reference Ratings do not correspond to the same Applicable Rating Level 
and the Reference Ratings differ by (i) only one Applicable Rating Level, the Applicable Rating 
Level that corresponds to the higher of such Reference Ratings shall apply, and (ii) more than 
one Applicable Rating Level, the Applicable Rating Level that is immediately below the 
Applicable Rating Level that corresponds to the higher of such Reference Ratings shall apply;  

 
 
 
 

Applicable Margin (Percentage %) 

Rating Level Eurodollar Rate 
Advances (%) 

Base Rate Advances 
(%) 

Level I 1.575 0.575 

Level II 1.775 0.775 

Level III 1.900 0.900 

Level IV 2.000 1.000 

Level V 2.400 1.400 

Applicable Rating 
Level S&P Rating   Moody’s Rating 

Level I A- or higher  or A3 or higher 
Level II BBB+  or Baa1 
Level III BBB  or Baa2 
Level IV BBB-  or Baa3 
Level V BB+ or lower (or unrated)  or Ba1 or lower (or unrated) 
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provided that, in the case of this clause (ii), if the lower of such Reference Ratings corresponds 
to Level V, Level V shall apply.  The Applicable Rating Level shall be redetermined as and 
when any change in the ratings used in the determination thereof shall be announced by S&P or 
Moody’s, as the case may be. 

“Approved Fund” means any Person (other than a natural person) that is (or will be) 
engaged in making, purchasing, holding or otherwise investing in commercial loans and similar 
extensions of credit in the ordinary course of its business that is administered or managed by (i) a 
Lender, (ii) an Affiliate of a Lender or (iii) an entity or an Affiliate of an entity that administers 
or manages a Lender. 

“Assignment and Assumption” means an assignment and assumption entered into by a 
Lender and an assignee, and accepted by the Administrative Agent, in substantially the form of 
Exhibit 10.07. 

 “Available Commitment” means, for each Lender, the excess of such Lender’s 
Commitment over such Lender’s Percentage of the Outstanding Credits.  “Available 
Commitments” shall refer to the aggregate of the Lenders’ Available Commitments hereunder. 

“Bankruptcy Event” means, with respect to any Person, such Person becomes the subject 
of a bankruptcy or insolvency proceeding, or has had a receiver, conservator, trustee, 
administrator, custodian, assignee for the benefit of creditors or similar Person charged with the 
reorganization or liquidation of its business appointed for it, or, in the good faith determination 
of the Administrative Agent, has taken any action in furtherance of, or indicating its consent to, 
approval of, or acquiescence in, any such proceeding or appointment, provided that a Bankruptcy 
Event shall not result solely by virtue of any ownership interest, or the acquisition of any 
ownership interest, in such Person by a governmental authority or instrumentality thereof if and 
for so long as such ownership interest does not result in or provide such Person with immunity 
from the jurisdiction of courts within the United States or from the enforcement of judgments or 
writs of attachment on its assets or permit such Person (or such governmental authority or 
instrumentality) to reject, repudiate, disavow or disaffirm obligations such as those under this 
Agreement. 

“Banks” has the meaning assigned to such term in the caption to this Agreement. 

“Barclays” has the meaning assigned to that term in the caption to this Agreement. 

“Base Rate” means, for any period, a fluctuating interest rate per annum as shall be in 
effect from time to time, which rate per annum shall at all times be equal to the highest of: 

the rate of interest announced publicly by the Administrative Agent in its 
principal place of business from time to time as the Administrative Agent’s “base rate” or 
“reference rate”;  

1/2 of one percent per annum above the Federal Funds Rate in effect from 
time to time; and 

 
 
 
 

(i)

(ii)
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the rate of interest per annum appearing on a nationally recognized service 
such as Telerate Page 3750 (or any successor page) as the London interbank offered rate 
for deposits in U.S. dollars at approximately 11:00 a.m. (London time) on such day for a 
term of one month (or if no such rates are quoted on such day, the previous day for which 
quotations are available) (the “One-Month LIBOR Rate”) plus 1%; provided, however, if 
more than one rate is specified on such service, the applicable rate shall be the sum of (i) 
the arithmetic mean of all such rates plus (ii) 1%. 

If the Administrative Agent shall have determined (which determination shall be conclusive 
absent manifest error) that it is unable to ascertain the Federal Funds Rate for any reason, 
including the inability or failure of the Administrative Agent to obtain sufficient quotations in 
accordance with the terms thereof, the Base Rate shall be determined without regard to clause (ii) 
of the first sentence of this definition, until the circumstances giving rise to such inability to 
determine the Federal Funds Rate no longer exist.  Any change in the Base Rate due to a change 
in the Administrative Agent’s base rate or reference rate, the Federal Funds Rate or the One-
Month LIBOR Rate, shall be effective on the effective date of such change in the Administrative 
Agent’s base rate or reference rate, the Federal Funds Rate or the One-Month LIBOR Rate, as 
the case may be. 

“Base Rate Advance” means an Advance in respect of which the Borrower has selected 
in accordance with Article III, or this Agreement provides for, interest to be computed on the 
basis of the Base Rate. 

“Beneficiary” means any Person designated by an Account Party to which a Fronting 
Bank is to make payment, or on whose order payment is to be made, under a Letter of Credit. 

“Borrower” has the meaning assigned to that term in the caption to this Agreement. 

“Borrowing” means a borrowing consisting of one or more Advances of the same Type 
and Interest Period, if any, made to the Borrower on the same Business Day by the Lenders, 
ratably in accordance with their respective Commitments.  A Borrowing may be referred to 
herein as being a “Type” of Borrowing, corresponding to the Type of Advances comprising such 
Borrowing.  For purposes of this Agreement, all Advances of the same Type and Interest Period, 
if any, made or converted on the same day to the Borrower shall be deemed a single Borrowing 
hereunder until repaid. 

“Business Day” means a day of the year on which banks are not required or authorized to 
close in New York City and, if the applicable Business Day relates to any Eurodollar Rate 
Advances, on which dealings are carried on in the London interbank market. 

“Cash Collateral Account” means an account maintained at the principal domestic office 
of the Administrative Agent for the purposes set forth herein, and subject to the terms and 
conditions, set forth in Section 2.06. 

“Change of Control” means (i) any Person or “group” (within the meaning of Section 13
(d) or 14(d) of the Securities Exchange Act of 1934, as amended), shall either (A) acquire 
beneficial ownership of more than 50% of any outstanding class of common shares of NU 
having ordinary  voting  power  in  the election of  Trustees  of  NU  or  (B)   obtain   the   power  

 
 
 
 

(iii)
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(whether or not exercised) to elect a majority of NU’s Trustees or (ii) the Board of Trustees of 
NU shall not consist of a majority of Continuing Trustees.  For purposes of this definition, the 
term “Continuing Trustees” means Trustees of NU on the date hereof and each other Trustee of 
NU, if such other trustee’s nomination for election to the Board of Trustees of NU is 
recommended by a majority of the then Continuing Trustees. 

“Citibank” has the meaning assigned to that term in the caption to this Agreement. 

“CL&P” means The Connecticut Light and Power Company, a corporation organized 
under the laws of the State of Connecticut. 

“Closing Date” has the meaning assigned to that term in Section 5.01. 

“Commitment” means, for each Lender, the aggregate amount set forth opposite such 
Lender’s name on Schedule I or, if such Lender has entered into one or more Assignment and 
Assumptions, set forth for such Lender in the Register maintained by the Administrative Agent 
pursuant to Section 10.07(c), in each such case as such amount may be reduced or increased 
from time to time pursuant to Section 2.04.  “Commitments” shall refer to the aggregate of the 
Lenders’ Commitments hereunder. 

“Commitment Increase” has the meaning assigned to that term in Section 2.04(b). 

“Commitment Increase Approvals” means any governmental approval or resolution of 
the board of directors of the Borrower that has not been obtained by or on behalf of the Borrower 
and is not in full force and effect on the date hereof, which governmental approval or resolution 
is required to be obtained in order to authorize a Commitment Increase and the performance by 
the Borrower of its obligations under this Agreement after giving effect to such Commitment 
Increase. 

 “Common Equity” means, at any date for the Borrower, an amount equal to the sum of 
the aggregate of the par value of, or stated capital represented by, the outstanding common 
shares of the Borrower and its Subsidiaries and the surplus, paid-in, earned and other capital, if 
any, of the Borrower and its Subsidiaries, in each case as determined on a consolidated basis in 
accordance with generally accepted accounting principles. 

“Confidential Information” has the meaning assigned to that term in Section 10.08. 

“Consolidated Debt” means, at any date for the Borrower, the total Debt of the Borrower 
and its Subsidiaries as determined on a consolidated basis in accordance with generally accepted 
accounting principles. 

“Credit Party” means the Administrative Agent, each Fronting Bank and each Lender. 

“Date of Issuance” means the date of issuance by any Fronting Bank of a Letter of Credit 
under this Agreement. 

“Debt” means, for any Person, without duplication, (i) indebtedness of such Person for 
 borrowed  money, including  but not limited  to  obligations of such Person evidenced by bonds, 
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debentures, notes or other similar instruments (excluding Stranded Cost Recovery Obligations 
that are non-recourse to such Person), (ii) obligations of such Person to pay the deferred purchase 
price of property or services (excluding any obligation of such Person to Dominion Resources, 
Inc. or its successor with respect to disposition of spent nuclear fuel burned prior to April 3, 
1983), (iii) obligations of such Person as lessee under leases that shall have been or should be, in 
accordance with generally accepted accounting principles, recorded as capital leases, 
(iv) obligations under direct or indirect guaranties in respect of, and obligations (contingent or 
otherwise) to purchase or otherwise acquire, or otherwise to assure a creditor against loss in 
respect of, indebtedness or obligations of others of the kinds referred to in clauses (i) through 
(iii), above, including, without duplication, all Parent Support Obligations, (v) letters of credit 
that have not been fully cash collateralized, guaranties and other forms of credit enhancement 
issued to support power sales and trading activities, and (vi) liabilities in respect of unfunded 
vested benefits under ERISA Plans and ERISA Multiemployer Plans. 

“Declining Lender” has the meaning to that term in Section 2.05(a). 

“Defaulting Lender” shall mean any Lender, as reasonably determined by the 
Administrative Agent, that (i) has failed, within three Business Days after the date required to be 
funded or paid, (A) to fund any portion of its Advances, (B) to fund any portion of its 
participations in Letters of Credit or (C) to pay over to any Credit Party any other amount 
required to be paid by it under this Agreement, unless, in the case of clauses (A) and (C) above, 
such Lender notifies the Administrative Agent in writing that such failure is the result of such 
Lender’s good faith determination that a condition precedent to funding (specifically identified 
and including the particular default, if any) has not been satisfied, (ii) has notified the Borrower 
or any Credit Party in writing that it does not intend to comply with any of its funding 
obligations under this Agreement or has made a public statement to the effect that it does not 
intend to comply with its funding obligations under this Agreement (unless such writing or 
public statement indicates that such position is based on such Lender’s good faith determination 
that a condition precedent (specifically identified and including the particular default, if any) to 
funding an Advance cannot be satisfied) or generally under other agreements in which it 
commits to extend credit, (iii) has failed, within three Business Days after request by the 
Administrative Agent or any Fronting Bank, acting in good faith, to provide a certification in 
writing from an authorized officer of such Lender that it will comply with its obligations to fund 
prospective Advances and participations in Letters of Credit, provided that such Lender shall 
cease to be a Defaulting Lender pursuant to clause (iii) upon such requesting party’s receipt of 
such certification in form and substance satisfactory to it and the Administrative Agent, or (iv) 
has become the subject of a Bankruptcy Event. 

“Disclosure Documents” means for the Borrower and each Principal Subsidiary, as 
applicable: (i) such Person’s Annual Report on Form 10-K for the fiscal year ended 
December 31, 2009; (ii) its Quarterly Reports on Form 10-Q for the fiscal quarters ended 
March 31 and June 30, 2010; (iii) the Information Memorandum; and (iv) such Person’s Current 
Reports on Form 8-K filed after December 31, 2009 but prior to the date hereof. 

“Drawing” means a drawing by a Beneficiary under any Letter of Credit. 
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“Eligible Assignee” means (i) a Lender, (ii) an Affiliate of a Lender, (iii) an Approved 
Fund and (iv) any other Person (other than a natural person) approved by (A) the Administrative 
Agent, (B) in the case of any assignment of any Commitment, each Fronting Bank, and (C) 
unless an Event of Default has occurred and is continuing, the Borrower (each such approval not 
to be unreasonably withheld or delayed, and the Borrower shall be deemed to have consented to 
any assignment unless the Borrower provides notice of its objection to the Administrative Agent 
within ten business days of receipt of request for consent); provided that notwithstanding the 
foregoing, “Eligible Assignee” shall not include the Borrower or any of the Borrower’s Affiliates 
or Subsidiaries. 

“ERISA” means the Employee Retirement Income Security Act of 1974, as amended 
from time to time. 

“ERISA Affiliate” means, with respect to any Person, any trade or business (whether or 
not incorporated) that is a “commonly controlled entity” of such Person within the meaning of 
the regulations under Section 414 of the Internal Revenue Code of 1986, as amended from time 
to time. 

“ERISA Multiemployer Plan” means a “multiemployer plan” subject to Title IV of 
ERISA. 

“ERISA Plan” means an employee benefit plan (other than a ERISA Multiemployer 
Plan) maintained for employees of the Borrower or any ERISA Affiliate of the Borrower and 
covered by Title IV of ERISA. 

“ERISA Plan Termination Event” means (i) a Reportable Event described in 
Section 4043 of ERISA and the regulations issued thereunder (other than a Reportable Event not 
subject to the provision for 30-day notice to the PBGC under such regulations) with respect to an 
ERISA Plan or an ERISA Multiemployer Plan, or (ii) the withdrawal of the Borrower or any of 
its ERISA Affiliates from an ERISA Plan or an ERISA Multiemployer Plan during a plan year in 
which it was a “substantial employer” as defined in Section 4001(a)(2) of ERISA, or (iii) the 
filing of a notice of intent to terminate an ERISA Plan or an ERISA Multiemployer Plan or the 
treatment of an ERISA Plan amendment as a termination or of an ERISA Multiemployer Plan 
amendment as a termination under Section 4041 of ERISA, or (iv) the institution of proceedings 
to terminate an ERISA Plan or an ERISA Multiemployer Plan by the PBGC, or (v) any other 
event or condition that might constitute grounds under Section 4042 of ERISA for the 
termination of, or the appointment of a trustee to administer, any ERISA Plan or ERISA 
Multiemployer Plan. 

“Eurocurrency Liabilities” has the meaning assigned to that term in Regulation D of the 
Board of Governors of the Federal Reserve System, as in effect from time to time. 

“Eurodollar Rate” means, for each Interest Period for each Eurodollar Rate Advance 
comprising part of the same Borrowing, an interest rate per annum equal to the rate of interest 
per annum (rounded upward to the nearest 1/100 of 1%) appearing on Telerate Page 3750 (or 
any successor page) as the London interbank offered rate for deposits in U.S. dollars at 
approximately 11:00 a.m. (London time) two Business Days before the first day of such Interest  

 
 
 
 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 73 of 732



9 
 
Period for a period equal to such Interest Period.  If, for any reason, such rate is not available, the 
term “Eurodollar Rate” shall mean an interest rate per annum equal to the average rate per 
annum (rounded upward to the nearest 1/100 of 1%) at which deposits in U.S. dollars are offered 
by the Reference Banks to prime banks in the London interbank market at 11:00 a.m. (London 
time) two Business Days before the first day of such Interest Period in an amount substantially 
equal to each Reference Bank’s pro rata share of such Borrowing to be outstanding during such 
Interest Period and for a period equal to such Interest Period, subject, however, to the provisions 
of Sections 3.05(d) and 4.03(g). 

“Eurodollar Rate Advance” means an Advance in respect of which the Borrower has 
selected in accordance with Article III, or this Agreement provides for, interest to be computed 
on the basis of the Eurodollar Rate. 

“Eurodollar Reserve Percentage” of any Lender or its subparticipant, for each Interest 
Period for each Eurodollar Rate Advance, means the reserve percentage applicable during such 
Interest Period (or if more than one such percentage shall be so applicable, the daily average of 
such percentages for those days in such Interest Period during which any such percentage shall 
be so applicable) under Regulation D or other regulations issued from time to time by the Board 
of Governors of the Federal Reserve System (or any successor) for determining the maximum 
reserve requirement (including, without limitation, any emergency, supplemental or other 
marginal reserve requirement, without benefit of or credit for proration, exemptions or offsets) 
for such Lender or its subparticipant with respect to liabilities or assets consisting of or including 
Eurocurrency Liabilities having a term equal to such Interest Period. 

“Event of Default” has the meaning specified in Section 8.01. 

“Existing Credit Agreement” means the Amended and Restated Credit Agreement, dated 
as of December 9, 2005, as amended, supplemented or modified as of the date hereof, among the 
Borrower, the lenders party thereto, Union Bank (formerly known as Union Bank of California, 
N.A.), as administrative agent, and the letter of credit fronting banks party thereto.   

“Existing Letter of Credit” has the meaning set forth in Section 2.02(c). 

“Expiration Date” means, with respect to a Letter of Credit, its stated expiry date. 

“Extending Lender” has the meaning assigned to that term in Section 2.05(a). 

“Extension of Credit” means the making of any Advance or the issuance or amendment 
(including, without limitation, an extension or renewal or amendment to increase the stated 
amount) of a Letter of Credit. 

“Extension Date” means the first and second anniversaries of the date hereof.   

“Facility Fee” has the meaning assigned to that term in Section 2.03(a). 

“Federal Funds Rate” means, for any period, a fluctuating interest rate per annum equal 
to, for each day during such period, the weighted average of the rates on overnight Federal funds 
transactions with members of the Federal Reserve System arranged by Federal funds brokers, as  
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published on the next succeeding Business Day by the Federal Reserve Bank of New York, or, if 
such rate is not so published for any day that is a Business Day, the average of the quotations for 
such day on such transactions received by the Administrative Agent from three Federal funds 
brokers of recognized standing selected by it. 

“Fee Letters” means (i) that certain Fee Letter, dated August 23, 2010, among the 
Borrower, CL&P, WMECO, Yankee, PSNH, Barclays Capital, the investment banking division 
of Barclays, Union Bank, Citigroup Global Markets Inc. and J.P. Morgan Securities Inc. and (ii) 
that certain Fee Letter, dated as of August 23, 2010, between the Borrower and Union Bank, 
each as amended, modified and supplemented from time to time. 

“FERC” means the Federal Energy Regulatory Commission. 

“Financial Statements” means, with respect to the Borrower and each Principal 
Subsidiary, as applicable, (i) the audited consolidated balance sheet of such Person as at 
December 31, 2009 (ii) the unaudited consolidated balance sheet of such Person as at June 30, 
2010, (iii) the audited consolidated statements of income and cash flows of such Person for the 
Fiscal Year ended December 31, 2009 and (iv) the unaudited consolidated statements of income 
and cash flows of such Person for the 6-month period ended June 30, 2010, in each case as 
included in such Person’s Annual Report on Form 10-K for the Fiscal Year ended December 31, 
2009 or Quarterly Report on Form 10-Q for the Fiscal Quarter ended June 30, 2010. 

“First Mortgage Indentures” means, (i) in the case of CL&P, the Indenture of Mortgage 
and Deed of Trust, dated as of May 1, 1921 (the “CL&P Indenture”), from CL&P to Deutsche 
Bank Trust Company Americas, as successor trustee, as previously and hereafter amended and 
supplemented from time to time, (ii) in the case of Yankee, the Indenture of Mortgage and Deed 
of Trust, dated as of July 1, 1989, between Yankee and The Bank of New York Mellon, as 
successor trustee, as in effect on the date hereof and as amended and supplemented from time to 
time, (iii) in the case of WMECO, any first mortgage indenture entered into after the date hereof, 
provided (A) such indenture covers substantially the same collateral as under the Old WMECO 
Indenture, (B) such indenture is substantially similar in form and substance to the CL&P 
Indenture and (C) such indenture and the lien created thereby are approved by the Massachusetts 
Department of Public Utilities, and (iv) in the case of PSNH, the First Mortgage Indenture, dated 
as of August 15, 1978, between PSNH and U.S. Bank, National Association, as successor 
trustee, as previously and hereafter amended and supplemented from time to time. 

“Fiscal Quarter” means a period of three calendar months ending on the last day of 
March, June, September or December, as the case may be. 

“Fiscal Year” means a period of twelve calendar months ending on the last day of 
December. 

“Fronting Bank” means Barclays, Citibank, JPMorgan Chase and Union Bank, each in 
its capacity as issuer of Letters of Credit, and any other Lender having a long-term credit rating 
acceptable to the Borrower that delivers an instrument in form and substance satisfactory to the 
Borrower and the Administrative Agent whereby such other Lender agrees to issue Letters of 
Credit and otherwise act as “Fronting Bank” hereunder. 
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“Fronting Commitment” means, with respect to (i) Barclays, as Fronting Bank, 
$125,000,000, (ii) Citibank, as Fronting Bank, $125,000,000, (iii) JPMorgan Chase, as Fronting 
Bank, $125,000,000, (iv) Union Bank, as Fronting Bank, $125,000,000, and (v) any other 
Fronting Bank, such amount as may be agreed upon between such Fronting Bank and the 
Borrower, in each case, as such amount may be modified from time to time pursuant to 
agreement between the Borrower and the applicable Fronting Bank (with notice thereof to the 
Administrative Agent). 

“Governmental Approval” means any authorization, consent, approval, license, permit, 
certificate, exemption of, or filing or registration with, any governmental authority or other legal 
or regulatory body (including, without limitation, the Securities and Exchange Commission, the 
FERC, the Nuclear Regulatory Commission, the Connecticut Department of Public Utility 
Control, the New Hampshire Public Utilities Commission and the Massachusetts Department of 
Public Utilities) required in connection with either (i) the execution, delivery or performance of 
any Loan Document, or (ii) the nature of the Borrower’s or any Subsidiary’s business as 
conducted or the nature of the property owned or leased by it. 

“Hazardous Substance” means any waste, substance or material identified as hazardous, 
dangerous or toxic by any office, agency, department, commission, board, bureau or 
instrumentality of the United States of America or of the State or locality in which the same is 
located having or exercising jurisdiction over such waste, substance or material. 

“Increasing Lender” has the meaning assigned to that term in Section 2.04(b) 

“Indemnified Person” has the meaning assigned to that term in Section 10.04(b). 

“Information Memorandum” means the Confidential Information Memorandum, 
dated August 2010, regarding the credit facility to be provided to the Borrower hereunder, as 
distributed to the Administrative Agent and the Lenders, including, without limitation, all 
schedules and attachments thereto.  

“Interest Period” has the meaning assigned to that term in Section 3.05(a). 

“JPMorgan Chase” has the meaning assigned to that term in the caption to this 
Agreement. 

“L/C Commitment Amount” equals $500,000,000, as the same may be reduced or 
increased from time to time pursuant to Section 2.04.   

“LC Commitment” means, for each Lender, the obligation of such Lender to participate 
in the LC Outstandings.  “LC Commitments” shall refer to the aggregate of the Lenders’ LC 
Commitments hereunder.   

“LC Outstandings” means, on any date of determination, the sum of (i) the undrawn 
stated amounts of all Letters of Credit that are outstanding on such date plus (ii) the aggregate 
principal amount of all unpaid Reimbursement Obligations of the Borrower on such date 
(excluding Reimbursement Obligations that have been repaid with the proceeds of any 
Advance). 
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“Lenders” means the financial institutions listed on the signature pages hereof, and each 
assignee that shall become a party hereto pursuant to Section 10.07. 

“Letter of Credit” has the meaning set forth in Section 2.02(a). 

“Letter of Credit Request” has the meaning set forth in Section 2.02(c). 

“Lien” means, with respect to any asset or property, any mortgage, lien, pledge, charge, 
security interest or encumbrance of any kind in respect of such asset or property.  For the 
purposes of this Agreement, a Person or any of its Subsidiaries shall be deemed to own subject to 
a Lien any asset that it has acquired or holds subject to the interest of a vendor or lessor under 
any conditional sale agreement, capital lease or other title retention agreement relating to such 
asset. 

“Loan Documents” means this Agreement and the Notes. 

“Majority Lenders” means on any date of determination, Lenders who, collectively, on 
such date (i) have Percentages in the aggregate in excess of 50% and (ii) if the Commitments 
have been terminated, hold in excess of 50% of the then aggregate Outstanding Credits of the 
Lenders.  Determination of those Lenders satisfying the criteria specified above for action by the 
Majority Lenders shall be made by the Administrative Agent and shall be conclusive and binding 
on all parties absent manifest error. 

“Moody’s” means Moody’s Investors Service, Inc., or any successor thereto. 

“non-Defaulting Lender” means, at the time of determination, a Lender that is not a 
Defaulting Lender. 

“non-Performing Lender” has the meaning assigned to that term in Section 3.03(b). 

“Note” means a promissory note of the Borrower payable to the order of a Lender, in 
substantially the form of Exhibit 1.01A hereto, evidencing the aggregate indebtedness of the 
Borrower to such Lender resulting from the Advances made by such Lender to the Borrower, as 
such may be amended, supplemented or otherwise modified from time to time. 

“Notice of Borrowing” has the meaning assigned to that term in Section 3.01. 

“NU” has the meaning assigned to that term in the caption to this Agreement. 

“NU System Money Pool” means the money pool of NU and certain of its Subsidiaries, 
the terms of which are filed with the FERC, as amended from time to time. 

“NUSCO” means Northeast Utilities Service Company, a Connecticut corporation. 

“Old WMECO Indenture” means the First Mortgage Indenture and Deed of Trust dated 
as of August 1, 1954, from WMECO to State Street Bank and Trust Company, as successor 
trustee, as amended and supplemented. 
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“One-Month LIBOR Rate” has the meaning assigned to that term in the definition of 
“Base Rate”. 

“Other Taxes” has the meaning assigned to that term in Section 4.05(b). 

“Outstanding Credits” mean, on any date of determination, an amount equal to (i) the 
aggregate principal amount of all Advances outstanding on such date plus (ii) the aggregate LC 
Outstandings on such date.  The “Outstanding Credits” of a Lender on any date of determination 
shall be an amount equal to the outstanding Advances made by such Lender plus the amount of 
such Lender’s participatory interest in the LC Outstandings. 

“Parent” means, with respect to any Lender, any Person as to which such Lender is, 
directly or indirectly, a Subsidiary. 

 “Parent Support Obligation” means, without duplication, any obligation of the 
Borrower under direct or indirect guaranties in respect of, and obligations (contingent or 
otherwise) to purchase or otherwise acquire, or otherwise to assure a creditor against loss in 
respect of, indebtedness or obligations of others of the kinds referred to in clauses (i) through 
(iii) and (v) of the definition of “Debt”, including any reimbursement obligation in respect of a 
letter of credit, any recourse obligation in respect of a surety or similar bond or other, similar 
obligation of the Borrower other than a construction completion or similar performance guaranty 
as permitted hereunder issued on behalf of Select Energy Services, Inc.  The amount of each 
Parent Support Obligation shall be computed in good faith in accordance with the Borrower’s 
then applicable mark-to-market and other risk management methods. 

“Participant” has the meaning assigned to that term in Section 10.07(d). 

“Payment Date” means the date on which payment of a Drawing is made by a Fronting 
Bank. 

“PBGC” means the Pension Benefit Guaranty Corporation (or any successor entity) 
established under ERISA. 

“Percentage” means, in respect of any Lender on any date of determination, the 
percentage obtained by dividing such Lender’s Commitment on such day by the total of the 
Commitments on such day, and multiplying the quotient so obtained by 100%. 

“Person” means an individual, partnership, corporation (including a business trust), 
limited liability company, joint stock company, trust, unincorporated association, joint venture or 
other entity, or a government or any political subdivision or agency thereof. 

“Principal Subsidiary” shall mean, during any fiscal quarter, CL&P, WMECO, PSNH, 
Yankee and any other Subsidiary, whether owned directly or indirectly by the Borrower, which, 
with respect to the Borrower and its Subsidiaries taken as a whole, represents at least ten percent 
(10%) of the Borrower’s consolidated assets (calculated as an average of such consolidated 
assets over the preceding four fiscal quarters) and ten percent (10%) of the Borrower’s 
consolidated net income (or loss) (calculated as a sum of such net income (or loss) over the 
preceding four fiscal quarters). 
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“PSNH” means Public Service Company of New Hampshire, a corporation duly 
organized under the laws of the State of New Hampshire. 

“Recipient” has the meaning assigned to that term in Section 10.08. 

“Reference Banks” means Union Bank, Barclays, Citibank and JPMorgan Chase and any 
other bank or financial institution designated by the Borrower and the Administrative Agent with 
the approval of the Majority Lenders to act as a Reference Bank hereunder. 

“Reference Ratings” means the ratings assigned by S&P and Moody’s to the senior, 
unsecured, non-credit enhanced long-term Debt of the Borrower.   

“Register” has the meaning assigned to that term in Section 10.07(c). 

“Regulatory Asset” means, with respect to CL&P, PSNH, WMECO or Yankee, an 
intangible asset established by statute, regulation or regulatory order or similar action of a utility 
regulatory agency having jurisdiction over CL&P, PSNH, WMECO or Yankee, as the case may 
be, and included in the rate base of CL&P, PSNH, WMECO or Yankee, as the case may be, with 
the intention that such asset be amortized by rates over time. 

“Reimbursement Obligation” means the absolute and unconditional obligation of the 
Borrower to reimburse a Fronting Bank for any Drawing pursuant to Section 2.02(f) or (g). 

“Related Parties” means, with respect to any specified Person, such Person’s Affiliates 
and the respective directors, officers, employees, agents and advisors of such Person and such 
Person’s Affiliates. 

 “S&P” means Standard and Poor’s Ratings Services, a division of The McGraw-Hill 
Companies, Inc., or any successor thereto. 

“Stated Amount” means the maximum amount available to be drawn by a Beneficiary 
under a Letter of Credit. 

“Stated Termination Date” means (i) September 24, 2013, or (ii) (A) with respect to any 
Extending Lender, such later date to which the Stated Termination Date shall be extended in 
accordance with Section 2.05, (B) with respect to any Declining Lender, the date of the 
termination of such Declining Lender’s Commitment pursuant to Section 2.05(b) and (C) with 
respect to any Fronting Bank, such later date (if any) to which such Fronting Bank shall have 
consented pursuant to Section 2.05. 

“Stranded Cost Recovery Obligations” means, with respect to any Person, such Person’s 
obligations to make principal, interest or other payments to the issuer of stranded cost recovery 
bonds pursuant to a loan agreement or similar arrangement whereby the issuer has loaned the 
proceeds of such bonds to such Person. 

“Subsidiary” shall mean, with respect to any Person, any corporation, association or 
other business entity of which securities or other ownership interests representing 50% or more 
of the ordinary voting  power are, at  the time  as  of  which  any  determination  is  being  made,  
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owned or controlled by such Person or one or more Subsidiaries of such Person (whether direct 
or indirect) or by such Person and one or more such Subsidiaries of such Person. 

“Termination Date” with respect to any Lender or Fronting Bank means the earliest to 
occur of (i) the Stated Termination Date of such Lender or Fronting Bank, as applicable, (ii) the 
date of termination or reduction in whole of the Commitments pursuant to Section 2.04 or 8.02 
and (iii) the date of acceleration of all amounts payable hereunder pursuant to Section 8.02. 

“Total Capitalization” means, at any date, the sum of (i) Consolidated Debt of the 
Borrower and its Subsidiaries, (ii) the aggregate of the par value of, or stated capital represented 
by, the outstanding shares of all classes of common and preferred shares of the Borrower and its 
Subsidiaries and (iii) the consolidated surplus of the Borrower and its Subsidiaries, paid-in, 
earned and other capital, if any, in each case as determined on a consolidated basis in accordance 
with generally accepted accounting principles consistent with those applied in the preparation of 
the Borrower’s Financial Statements. 

“Total Commitment” means $500,000,000, or such other amount from time to time as 
shall equal the sum of the Commitments. 

“Type” has the meaning assigned to such term (i) in the definition of “Advance” when 
used in such context and (ii) in the definition of “Borrowing” when used in such context. 

“Union Bank” has the meaning assigned to that term in the caption to this Agreement. 

“Unmatured Default” means the occurrence and continuance of an event that, with the 
giving of notice or lapse of time or both, would constitute an Event of Default. 

“WMECO” means Western Massachusetts Electric Company, a corporation organized 
under the laws of the Commonwealth of Massachusetts. 

“Yankee” means Yankee Gas Services Company, a corporation duly organized under the 
laws of the State of Connecticut. 

Computation of Time Periods. 

  In the computation of periods of time under this Agreement, any period of a specified number 
of days or months shall be computed by including the first day or month occurring during such 
period and excluding the last such day or month.  In the case of a period of time “from” a 
specified date “to” or “until” a later specified date, the word “from” means “from and including”
and the words “to” and “until” each means “to but excluding”. 

Accounting Terms; Financial Statements. 

  All accounting terms not specifically defined herein shall be construed in accordance 
with generally accepted accounting principles applied on a basis consistent with the application 
employed in the preparation of the Financial Statements.  All references contained herein to the 
Borrower’s or a Principal Subsidiary’s Annual Report on Form 10-K in respect of a Fiscal Year 
or Quarterly Report on Form 10-Q in respect of a Fiscal Quarter shall be deemed to include any 
exhibits and schedules thereto, including without limitation in the case of any Annual Report on 
Form 10-K, any “Annual Report” of the Borrower or such Principal Subsidiary referred to 
therein. 
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Computations of Outstandings. 

  Whenever reference is made in this Agreement to the principal amount of Outstanding 
Credits under this Agreement on any date, such reference shall refer to the aggregate principal 
amount of all Outstanding Credits on such date after giving effect to (i) all Extensions of Credit 
to be made on such date and the application of the proceeds thereof and (ii) any repayment or 
prepayment of Advances, and any payment of Reimbursement Obligations, on such date by the 
Borrower. 

ARTICLE II 
COMMITMENTS 

The Commitments. 

Each Lender severally agrees, on the terms and conditions hereinafter set forth, to 
make Advances to the Borrower from time to time on any Business Day during the period from 
the Closing Date until the Termination Date, in an aggregate amount not to exceed on any day 
such Lender’s Available Commitment.  Within the limits of such Lender’s Available 
Commitment, the Borrower may request Advances hereunder, repay or prepay Advances and 
utilize the resulting increase in the Available Commitments for further Advances in accordance 
with the terms hereof. 

In no event shall the Borrower be entitled to request or receive any Advance 
under subsection (a) that would cause the aggregate principal amount advanced pursuant thereto 
to exceed the Available Commitments.  In no event shall the Borrower be entitled to request or 
receive any Advance that would cause the total principal amount of all Outstanding Credits to 
exceed the Total Commitment.   

Letters of Credit. 

Agreement of Fronting Banks.  Subject to the terms and conditions of this 
Agreement, each Fronting Bank agrees to issue and amend (including, without limitation, to 
extend or renew) for the account of the Borrower or any Subsidiary thereof (each such Person, an 
“Account Party”) one or more standby letters of credit (individually, a “Letter of Credit” and, 
collectively, the “Letters of Credit”) from and including the Closing Date to the Termination 
Date with respect to such Fronting Bank, up to a maximum aggregate Stated Amount at any one 
time outstanding equal to the L/C Commitment Amount minus Reimbursement Obligations 
outstanding at such time (but in no event to exceed such Fronting Bank’s Fronting 
Commitment), each having an Expiration Date no later than 365 days after the Date of Issuance, 
date of extension or renewal, as the case may be, of such Letter of Credit; provided, however, 
that no Fronting Bank will issue or amend a Letter of Credit if, immediately following such 
issuance or amendment, (i) the Stated Amount of such Letter of Credit would (A) exceed the 
Available Commitments or (B) when aggregated with (1) the Stated Amounts of all other 
outstanding Letters of Credit and (2) the outstanding Reimbursement Obligations, exceed the 
L/C Commitment Amount, or (ii) the total principal amount  of  all  Outstanding  Credits  would  
exceed the Total Commitment.    The Expiration Date of any Letter  of  Credit may  not be  
specified to be  later than  the Stated Termination  Date with  respect   to any  Lender  unless  (x) 
the Stated Amount of   such  Letter  of  Credit, by  the  terms  of  such  Letter  of  Credit, shall  
not be reinstated following any Drawing thereunder (whether automatically or upon 
reimbursement of such Drawing)  and 
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(y) the Borrower shall, no later than the fifth day prior to such Stated Termination Date, deposit 
and thereafter maintain in the Cash Collateral Account cash collateral in accordance with Section 
2.06 in an amount equal to such Lender’s Percentage of the LC Outstandings as of such Lender’s 
Stated Termination Date in respect of such Letter of Credit.   Upon the payment in full of all 
amounts due hereunder in respect of the LC Outstandings and related Advances collateralized 
pursuant to this Section 2.02(a) and the expiration or termination of such collateralized Letters of 
Credit, and if no Unmatured Default or Event of Default shall have occurred and be continuing, 
the Administrative Agent shall pay to the Borrower amounts remaining in the Cash Collateral 
Account with respect to such Letters of Credit. 

Forms.  Each Letter of Credit shall be in a form customarily used by the 
applicable Fronting Bank or in such other form as has been approved by such Fronting Bank.  At 
the time of issuance or amendment, subject to the terms and conditions of this Agreement, the 
amount and the terms and conditions of each Letter of Credit shall be subject to approval by the 
applicable Fronting Bank and the Borrower.   

Notice of Issuance; Application.  The Borrower shall give the applicable 
Fronting Bank and the Administrative Agent written notice (or telephonic notice confirmed in 
writing) at least three Business Days prior to the requested Date of Issuance of a Letter of Credit, 
such notice to be in substantially the form of Exhibit 2.02 hereto (a “Letter of Credit Request”). 
 The Borrower shall also execute and deliver such customary letter of credit application forms as 
requested from time to time by such Fronting Bank.  Such application forms shall indicate the 
identity of the Account Party and that the Borrower is the “Applicant” or shall otherwise indicate 
that the Borrower is the obligor in respect of any Letter of Credit to be issued thereunder.  If the 
terms or conditions of the application forms conflict with any provision of this Agreement, the 
terms of this Agreement shall govern.  Without limiting the foregoing and subject to the 
satisfaction of the conditions precedent in Section 5.02, each letter of credit outstanding under 
the Existing Credit Agreement immediately prior to the Closing Date (each, an “Existing Letter 
of Credit”) shall be deemed to be a Letter of Credit issued hereunder on the Closing Date. 

Issuance.  Provided the Borrower has given the notice prescribed by Section 2.02
(c) and subject to the other terms and conditions of this Agreement, including the satisfaction of 
the applicable conditions precedent set forth in Article V, the applicable Fronting Bank shall 
issue the requested Letter of Credit on the requested Date of Issuance as set forth in the 
applicable Letter of Credit Request for the benefit of the stipulated Beneficiary and shall deliver 
the original of such Letter of Credit to the Beneficiary at the address specified in the notice.  At 
the request of the Borrower, such Fronting Bank shall deliver a copy of each Letter of Credit to 
the Borrower within a reasonable time after the Date of Issuance thereof.  Upon the request of 
the Borrower, such Fronting Bank shall deliver to the Borrower a copy of any Letter of Credit 
proposed to be issued hereunder prior to the issuance thereof.  The Administrative Agent shall 
promptly notify each Lender of its pro rata share of each issued Letter of Credit and the 
Expiration Date thereof. 

Notice of Drawing.  Each Fronting Bank shall promptly notify the Borrower by 
telephone, facsimile or other telecommunication of any Drawing under a Letter of Credit issued 
by such Fronting Bank. 
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Payments.  The Borrower hereby agrees to pay to each Fronting Bank, in the 
manner provided in subsection (g) below: 

on each Payment Date, an amount equal to the amount paid by such Fronting 
Bank under any Letter of Credit issued by such Fronting Bank; and 

if any Drawing shall be reimbursed to such Fronting Bank after 12:00 noon (New 
York time) on any Payment Date, interest on any and all amounts required to be paid pursuant to 
clause (i) of this subsection (f) from and after the due date thereof until payment in full, payable 
on demand, at an annual rate of interest equal to 2.00% above the rate of interest applicable to 
Base Rate Advances as in effect from time to time. 

Method of Reimbursement.  The Borrower shall reimburse each Fronting Bank 
for each Drawing under any Letter of Credit issued by such Fronting Bank pursuant to 
subsection (f) above in the following manner: 

the Borrower shall immediately reimburse such Fronting Bank in the manner 
described in Section 4.01 to the extent that funds are not available to repay the applicable 
Reimbursement Obligation pursuant to Section 2.06(e); or 

if (A) the Borrower has not reimbursed such Fronting Bank pursuant to clause (i) 
above, (B) the applicable conditions to the making of an Advance set forth in Articles II, III 
and V have been fulfilled, and (C) the Available Commitments in effect at such time exceed the 
amount of the Drawing to be reimbursed, the Borrower may reimburse such Fronting Bank for 
such Drawing with the proceeds of a Base Rate Advance or, if the conditions specified in clauses 
(A), (B) and (C) above have been satisfied and a Notice of Borrowing requesting a Eurodollar 
Rate Advance has been given in accordance with Section 3.01 three Business Days prior to the 
relevant Payment Date, with the proceeds of a Eurodollar Rate Advance. 

Transfer of Letters of Credit.  If, at any time following payment to the Lenders of 
any amounts owing or to become owing in respect thereof, the Borrower’s reimbursement and 
other obligations under or in respect of any Letter of Credit shall be transferred to another credit 
facility in a manner satisfactory to each Fronting Bank in its sole and absolute discretion with the 
result that such Letter of Credit is deemed issued under such other credit facility, such Letter of 
Credit shall no longer be deemed to be a “Letter of Credit” for purposes of, and shall no longer 
be deemed to be outstanding under, this Agreement. 

Nature of Fronting Bank’s Duties.  In determining whether to honor any 
Drawing under any Letter of Credit, the applicable Fronting Bank shall be responsible only to 
determine that the documents and certificates required to be delivered under such Letter of Credit 
have been delivered and that they comply on their face with the requirements of such Letter of 
Credit.  The Borrower otherwise assumes all risks of the acts and omissions of, or misuse of the 
Letters of Credit issued by each Fronting Bank by, the respective Beneficiaries of the Letters of 
Credit.  In furtherance and not in limitation of the foregoing, but consistent with applicable law, 
no Fronting Bank shall be responsible (i) for the form, validity, sufficiency, accuracy, 
genuineness or legal effects of any document submitted by any party in connection with the 
application for and issuance of any drawing honored under a Letter of Credit, even if it should in  
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fact prove to be in any or all respects invalid, insufficient, inaccurate, fraudulent or forged; 
(ii) for the validity or sufficiency of any instrument transferring or assigning or purporting to 
transfer or assign any Letter of Credit, or the rights or benefits thereunder or proceeds thereof, in 
whole or in part, which may prove to be invalid or ineffective for any reason; (iii) for errors, 
omissions, interruptions or delays in transmission or delivery of any messages, by mail, cable, 
telegraph, telex, facsimile or otherwise, whether or not they be in cipher; (iv) for errors in 
interpretation of technical terms; (v) for any loss or delay in the transmission or otherwise of any 
document required in order to make a drawing under any Letter of Credit, or the proceeds 
thereof; (vi) for the misapplication by the Beneficiary of any Letter of Credit or of the proceeds 
of any drawing honored under such Letter of Credit; and (vii) for any consequences arising from 
causes beyond the control of such Fronting Bank.  None of the above shall affect, impair or 
prevent the vesting of any of the Fronting Banks’ rights or powers hereunder.  Not in limitation 
of the foregoing, any action taken or omitted to be taken by any Fronting Bank under or in 
connection with any Letter of Credit, whether in determining to honor any Drawing under any 
Letter of Credit or otherwise, shall not create against such Fronting Bank any liability to the 
Borrower or any Lender, except for actions or omissions resulting from the gross negligence or 
willful misconduct of such Fronting Bank or any of its agents or representatives. 

Obligations of Borrower Absolute.  The obligation of the Borrower to reimburse 
each Fronting Bank for Drawings honored under the Letters of Credit issued by it shall be 
unconditional and irrevocable and shall be paid strictly in accordance with the terms of this 
Agreement under all circumstances including, without limitation, the following circumstances: 

any lack of validity or enforceability of any Letter of Credit; 

the existence of any claim, set-off, defense or other right that the Borrower, any 
Account Party or any Affiliate of the Borrower or any Account Party may have at any time 
against a Beneficiary or any transferee of any Letter of Credit (or any Persons or entities for 
which any such Beneficiary or transferee may be acting), any Fronting Bank or any other Person, 
whether in connection with this Agreement, the transactions contemplated herein or any 
unrelated transaction; 

any draft, demand, certificate or any other documents presented under any Letter 
of Credit proving to be forged, fraudulent, invalid or insufficient in any respect or any statement 
therein being untrue or inaccurate in any respect; 

the surrender or impairment of any security for the performance or observance of 
any of the terms of any of the Loan Documents; 

any non-application or misapplication by the Beneficiary of the proceeds of any 
Drawing under a Letter of Credit; or 

the fact that an Unmatured Default or Event of Default shall have occurred and be 
continuing. 

No payment made under this Section shall be deemed to be a waiver of any claim the Borrower 
may have against any Fronting Bank or any other Person. 
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Participations by Lenders. 

By the issuance of a Letter of Credit and without any further action on the part of 
any Fronting Bank or any Lender in respect thereof, such Fronting Bank shall hereby be deemed 
to have granted to each Lender, and each Lender shall hereby be deemed to have acquired from 
such Fronting Bank, an undivided interest and participation in such Letter of Credit (including 
any letter of credit issued by such Fronting Bank in substitution or exchange for such Letter of 
Credit pursuant to the terms thereof) equal to such Lender’s Percentage of the Stated Amount of 
such Letter of Credit, effective upon the issuance of such Letter of Credit.  In consideration and 
in furtherance of the foregoing, each Lender hereby absolutely and unconditionally agrees to pay 
to each Fronting Bank, in accordance with this subsection (k), such Lender’s Percentage of each 
payment made by such Fronting Bank in respect of an unreimbursed Drawing under a Letter of 
Credit.  Such Fronting Bank shall notify the Administrative Agent of the amount of such 
unreimbursed Drawing honored by it not later than (x) 12:00 noon (New York time) on the date 
of payment of a draft under a Letter of Credit, if such payment is made at or prior to 11:00 a.m. 
(New York time) on such day, and (y) the close of business (New York time) on the date of 
payment of a draft under a Letter of Credit, if such payment is made after 11:00 a.m. (New York 
time) on such day, and the Administrative Agent shall notify each Lender of the date and amount 
of such unreimbursed Drawing under such Letter of Credit honored by such Fronting Bank and 
the amount of such Lender’s Percentage therein no later than (1) 1:00 p.m. (New York time) on 
such day, if such payment is made at or prior to 11:00 a.m. (New York time) on such day, and 
(2) 11:00 a.m. (New York time) on the next following Business Day, if such payment is made 
after 11:00 a.m. (New York time) on such day.  Not later than 2:00 p.m. (New York time) on the 
date of receipt of a notice of an unreimbursed Drawing by a Lender, such Lender agrees to pay to 
such Fronting Bank an amount equal to the product of (A) such Lender’s Percentage and (B) the 
amount of the payment made by such Fronting Bank in respect of such unreimbursed Drawing. 

If payment of the amount due pursuant to the preceding sentence from a Lender is 
received by such Fronting Bank after the close of business on the date it is due, such Lender 
agrees to pay to such Fronting Bank, in addition to (and along with) its payment of the amount 
due pursuant to the preceding sentence, interest on such amount at a rate per annum equal to (a) 
for the period from and including the date such payment is due to but excluding the second 
succeeding Business Day, the Federal Funds Rate, and (b) for the period from and including the 
second Business Day succeeding the date such payment is due to but excluding the date on 
which such amount is paid in full, the Federal Funds Rate plus 2.00%. 

Obligations of Lenders Absolute.  Each Lender acknowledges and agrees that 
(i) its obligation to acquire a participation in each Fronting Bank’s liability in respect of the 
Letters of Credit and (ii) its obligation to make the payments specified herein, and the right of 
each Fronting Bank to receive the same, in the manner specified herein, are absolute and 
unconditional and shall not be affected by any circumstances whatsoever, including, without 
limitation, (A) the occurrence and continuance of any Event of Default or any Unmatured 
Default; (B) any other breach or default by the Borrower, the Administrative Agent or any 
Lender hereunder; (C) any lack of validity or enforceability of any Letter of Credit or this 
Agreement; (D) the existence of any claim, setoff, defense or other right that the Lender may 
have at any time against the Borrower, any other Account Party, any Beneficiary, any Fronting 
Bank or any other Lender; (E) the existence of any claim, setoff, defense or other right that the  
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Borrower may have at any time against any Beneficiary, any Fronting Bank, the Administrative 
Agent, any Lender or any other Person, whether in connection with this Agreement or any other 
documents contemplated hereby or any unrelated transactions; (F) any amendment or waiver of, 
or consent to any departure from, all or any of the Letters of Credit or this Agreement; (G) any 
statement or any document presented under any Letter of Credit proving to be forged, fraudulent, 
invalid or insufficient in any respect or any statement therein being untrue or inaccurate in any 
respect; (H) payment by such Fronting Bank under any Letter of Credit against presentation of a 
draft or certificate that does not comply with the terms of such Letter of Credit, so long as such 
payment is not the consequence of such Fronting Bank’s gross negligence or willful misconduct 
in determining whether documents presented under a Letter of Credit comply with the terms 
thereof; (I) the occurrence of the Termination Date; or (J) any other circumstance or happening 
whatsoever, whether or not similar to any of the foregoing.  Nothing herein shall prevent the 
assertion by any Lender of a claim by separate suit or compulsory counterclaim, nor shall any 
payment made by a Lender under Section 2.02 be deemed to be a waiver of any claim that a 
Lender may have against any Fronting Bank or any other Person. 

Proceeds of Reimbursements.   

Upon receipt by any Fronting Bank of a payment from the Borrower pursuant to 
subsection (f) above, such Fronting Bank shall promptly transfer to each Lender such Lender’s 
pro rata share (determined in accordance with such Lender’s Percentage) of such payment based 
on such Lender’s pro rata share (determined as aforesaid) of amounts previously paid pursuant 
to subsection (k) above, and not previously transferred pursuant to this subsection (m) by such 
Fronting Bank.   

All payments due to the Lenders from any Fronting Bank pursuant to this 
subsection (m) shall be made to the Lenders if, as, and, to the extent possible, when such 
Fronting Bank receives payments in respect of Drawings under the Letters of Credit  pursuant to 
subsection (f) above, and in the same funds in which such amounts are received; provided that if 
any Lender to which such Fronting Bank is required to transfer any such payment (or any portion 
thereof) pursuant to this subsection (m) does not receive such payment (or portion thereof) prior 
to (A) the close of business on the Business Day on which such Fronting Bank received such 
payment from the Borrower, if such Fronting Bank received such payment prior to 1:00 p.m. 
(New York time) on such day, or (B) 1:00 p.m. (New York time) on the Business Day next 
succeeding the Business Day on which such Fronting Bank received such payment from the 
Borrower, if such Fronting Bank received such payment after 1:00 p.m. (New York time) on 
such day, such Fronting Bank agrees to pay to such Lender, along with its payment of the portion 
of such payment due to such Lender, interest on such amount at a rate per annum equal to (1) for 
the period from and including the Business Day when such payment was required to be made to 
the Lenders to but excluding the second succeeding Business Day, the Federal Funds Rate and 
(C) for the period from and including the second Business Day succeeding the Business Day 
when such payment was required to be made to the Lenders to but excluding the date on which 
such amount is paid in full, the Federal Funds Rate plus 2.00%.  The provisions of this 
subsection (m) shall not affect or impair any of the obligations under this Agreement of any 
Lender to any Fronting Bank, all of which shall remain unaffected by any default in payment by 
the Fronting Bank to such Lender.   
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If, in connection with any case or other proceeding seeking liquidation, 
reorganization or other relief with respect to the Borrower or its debts under any bankruptcy, 
insolvency or other similar law now or hereafter in effect, or if for any other reason whatsoever, 
any Fronting Bank shall be required to return to the Borrower or to a trustee, receiver, liquidator, 
custodian or other similar official all or any portion of any payments to the Lenders pursuant to 
this subsection (m) or interest thereon (a “Returned Payment”), each Lender shall, upon demand 
of such Fronting Bank, forthwith return to such Fronting Bank any amounts transferred to such 
Lender by such Fronting Bank in respect thereof pursuant to this subsection (m) plus such 
Lender’s pro rata share (determined in accordance with such Lender’s Percentage) of interest (if 
any) that such Fronting Bank is required to pay to such trustee, receiver, liquidator, custodian or 
other similar official with respect to any Returned Payment. 

Concerning the Fronting Banks. 

Each Fronting Bank will exercise and give the same care and attention to the 
Letters of Credit issued by it as it gives to its other letters of credit and similar obligations, and 
each Lender agrees that each Fronting Bank’s sole liability to each Lender shall be (A) to 
distribute promptly, as and when received by such Fronting Bank, and in accordance with the 
provisions of subsection (m) above, such Lender’s pro rata share (determined in accordance with 
such Lender’s Percentage) of any payments to such Fronting Bank by the Borrower pursuant to 
subsection (g) above in respect of Drawings under the Letters of Credit issued by such Fronting 
Bank, (B) to exercise or refrain from exercising any right or to take or to refrain from taking any 
action under this Agreement or any Letter of Credit as may be directed in writing by the Majority 
Lenders (or, when expressly required by the terms of this Agreement, all of the Lenders) or the 
Administrative Agent acting at the direction and on behalf of the Majority Lenders (or, when 
expressly required by the terms of this Agreement, all of the Lenders), except to the extent 
required by the terms hereof or thereof or by applicable law, and (C) as otherwise expressly set 
forth in this Section.  No Fronting Bank shall be liable for any action taken or omitted at the 
request or with approval of the Majority Lenders (or, when expressly required by the terms of 
this Agreement, all of the Lenders) or of the Administrative Agent acting on behalf of the 
Majority Lenders (or, when expressly required by the terms of this Agreement, all of the 
Lenders) or for the nonperformance of the obligations of any other party under this Agreement, 
any Letter of Credit or any other document contemplated hereby or thereby.  Without in any way 
limiting any of the foregoing, each Fronting Bank may rely upon the advice of counsel 
concerning legal matters and upon any written communication or any telephone conversation 
that it believes to be genuine or to have been signed, sent or made by the proper Person and shall 
not be required to make any inquiry concerning the performance by the Borrower, any 
Beneficiary or any other Person of any of their respective obligations and liabilities under or in 
respect of this Agreement, any Letter of Credit or any other documents contemplated hereby or 
thereby.  No Fronting Bank shall have any obligation to make any claim, or assert any Lien, 
upon any property held by such Fronting Bank or assert any offset thereagainst in satisfaction of 
all or any part of the obligations of the Borrower hereunder; provided that such Fronting Bank 
shall, if so directed by the Majority Lenders or the Administrative Agent acting on behalf of and 
with the consent of the Majority Lenders, have an obligation to make a claim, or assert a Lien, 
upon property held by such Fronting Bank in connection with this Agreement, or assert an offset 
thereagainst. 
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Each Fronting Bank may accept deposits from, make loans or otherwise extend 
credit to, and generally engage in any kind of banking or trust business with the Borrower or any 
of its Affiliates, or any other Person, and receive payment on such loans or extensions of credit 
and otherwise act with respect thereto freely and without accountability in the same manner as if 
this Agreement and the transactions contemplated hereby were not in effect.   

Each Fronting Bank makes no representation or warranty, and shall have no 
responsibility, with respect to: (i) the genuineness, legality, validity, binding effect or 
enforceability of this Agreement or any other documents contemplated hereby; (ii) the 
truthfulness, accuracy or performance of any of the representations, warranties or agreements 
contained in this Agreement or any other documents contemplated hereby; (iii) the collectibility 
of any amounts due under this Agreement; (iv) the financial condition of the Borrower or any 
other Person; or (v) any act or omission of any Beneficiary with respect to its use of any Letter of 
Credit or the proceeds of any Drawing under any Letter of Credit.   

Indemnification of Fronting Banks by Lenders.  To the extent that any Fronting 
Bank is not reimbursed and indemnified by the Borrower under Section 10.04, each Lender 
agrees to reimburse and indemnify such Fronting Bank on demand, pro rata in accordance with 
such Lender’s Percentage, for and against any and all liabilities, obligations, losses, damages, 
penalties, actions, judgments, suits, costs, expenses or disbursements of any kind or nature 
whatsoever that may be imposed on, incurred by or asserted against such Fronting Bank, in any 
way relating to or arising out of this Agreement, any Letter of Credit or any other document 
contemplated hereby or thereby, or any action taken or omitted by such Fronting Bank under or 
in connection with this Agreement, any Letter of Credit or any other document contemplated 
hereby or thereby; provided, however, that such Lender shall not be liable for any portion of such 
liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs, expenses or 
disbursements resulting from such Fronting Bank’s gross negligence or willful misconduct; and 
provided further, however, that such Lender shall not be liable to such Fronting Bank or any 
other Lender for the failure of the Borrower to reimburse such Fronting Bank for any drawing 
made under a Letter of Credit with respect to which such Lender has paid such Fronting Bank 
such Lender’s pro rata share (determined in accordance with such Lender’s Percentage), or for 
the Borrower’s failure to pay interest thereon.  Each Lender’s obligations under this subsection 
(o) shall survive the payment in full of all amounts payable by such Lender under subsection (k) 
above, and the termination of this Agreement and the Letters of Credit.  Nothing in this 
subsection (o) is intended to limit any Lender’s reimbursement obligation contained in 
subsection (k) above. 

Representations of Lenders.  As between each Fronting Bank and the Lenders, 
by its execution and delivery of this Agreement each Lender hereby represents and warrants 
solely to such Fronting Bank that (i) it is duly organized and validly existing in good standing 
under the laws of the jurisdiction of its formation, and has full corporate power, authority and 
legal right to execute, deliver and perform its obligations to such Fronting Bank under this 
Agreement; and (ii) this Agreement constitutes its legal, valid and binding obligation enforceable 
against it in accordance with the terms hereof, except as such enforceability may be limited by 
applicable bank organization, moratorium, conservatorship or other laws now or hereafter in 
effect affecting the enforcement of creditors rights in general and the rights of creditors of banks, 
and except as  
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such enforceability may be limited by general principles of equity (whether considered in a 
proceeding at law or in equity). 

Multiple Fronting Banks.  If there shall be more than one Fronting Bank holding 
Outstanding Credits at any time hereunder, each such Fronting Bank shall, with respect to the 
Letters of Credit issued by it and the Reimbursement Obligations owing to it, be regarded 
hereunder as the “Fronting Bank” and shall have all the rights, interests, protections and 
obligations of the “Fronting Bank” hereunder with respect to such Letters of Credit and 
Reimbursement Obligations and all matters relating thereto.  Whenever any action may be, or is 
required to be, taken by any Fronting Bank hereunder, such Fronting Bank may, or shall, take 
such action only in respect of the Letters of Credit issued by it and the Reimbursement 
Obligations owing to it.  Whenever the consent of the Fronting Banks is required hereunder with 
respect to any proposed action, the consent of each Fronting Bank holding Outstanding Credits 
shall be required for such proposed action to be taken.  Any notice to be provided to the Fronting 
Banks shall be provided to each Fronting Bank holding Outstanding Credits, and each such 
Fronting Bank shall have the right to request any information, and take any other action, as any 
Fronting Bank is permitted to do hereunder.  If at any time no Letters of Credit and no 
Reimbursement Obligations are outstanding, then Barclays, Citibank, JPMorgan Chase and 
Union Bank, in their respective capacities as Fronting Bank, shall have the sole right and/or 
obligation to take any action or issue any consent that a Fronting Bank may, or is required to, 
take or issue hereunder.  The protections accorded the Fronting Banks hereunder shall inure to 
the benefit of each Fronting Bank holding Outstanding Credits from time to time hereunder, 
regardless of whether the same are outstanding at the time as the benefits of such protections are 
asserted. 

Fees. 

The Borrower agrees to pay to the Administrative Agent for the account of each 
Lender a facility fee (the “Facility Fee”) on the amount of such Lender’s Commitment (whether 
used or unused) at the Applicable Facility Fee Rate, from the date of this Agreement, in the case 
of each Bank, and from the effective date specified in the Assignment and Assumption pursuant 
to which it became a Lender, in the case of each other Lender, until the Termination Date.  The 
Facility Fee payable by the Borrower shall be calculated and accrued daily and shall be payable 
quarterly in arrears on the last day of each December, March, June and September, commencing 
the first such date following the date hereof, with final payment payable on the final Termination 
Date. 

The Borrower further agrees to pay the fees specified in the Fee Letters (including 
the “Fronting Fee” referred to therein) that are for its account to the parties entitled thereto, 
together with such other fees as may be separately agreed to by the Borrower and the other 
parties thereto or their respective Affiliates. 

The Borrower shall pay to the Administrative Agent, for the account of the 
Lenders, a fee in an amount equal to the then Applicable Margin for outstanding Eurodollar Rate 
Advances multiplied by the Stated Amount of each Letter of Credit, in each case for the number 
of days that such Letter of Credit is issued but undrawn, payable quarterly in arrears on the last  
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day of each December, March, June and September, commencing the first such date following 
the Closing Date, with final payment payable on the final Termination Date.   

Reduction and Increase of the Commitments. 

Reduction.  The Borrower may, at any time, by providing at least three Business 
Days’ prior written notice to the Administrative Agent, terminate in whole or reduce in part the 
Total Commitment (applied on a pro rata basis in accordance with each Lender’s Percentage); 
provided, that any such partial reduction shall be in a minimum aggregate amount of $5,000,000 
or an integral multiple of $1,000,000 in excess thereof; provided, further, that the Total 
Commitment may not be reduced to an amount that is less than the aggregate Stated Amount of 
outstanding Letters of Credit.  Each such notice of termination or reduction shall be irrevocable. 
 Subject to the foregoing, any reduction of the Commitments to an amount that is lower than the 
L/C Commitment Amount shall result in a reduction of the L/C Commitment Amount to the 
extent of such deficit. 

Increase.  From time to time prior to the Termination Date, the Borrower may 
increase the Total Commitment by an aggregate amount of $100,000,000 (any such increase, a 
“Commitment Increase”), up to a maximum Total Commitment of $600,000,000, by designating 
either one or more of the existing Lenders (each of which, in its sole discretion, may determine 
whether and to what degree to offer to participate in such Commitment Increase) or one or more 
other banks or other financial institutions reasonably acceptable to the Administrative Agent that 
at the time agree, in the case of any such bank or financial institution that is an existing Lender to 
increase its Commitment (an “Increasing Lender”) and, in the case of any other such bank or 
financial institution (an “Additional Lender”), to become a party to this Agreement.  The sum of 
the increases in the Commitments of the Increasing Lenders pursuant to this subsection (b) plus 
the Commitments of the Additional Lenders upon giving effect to the Commitment Increase 
shall not in the aggregate exceed the amount of the Commitment Increase.  The Borrower shall 
provide prompt notice of any proposed Commitment Increase pursuant to this subsection (b) to 
the Administrative Agent, which shall promptly provide a copy of such notice to the Lenders. 

Any Commitment Increase shall become effective upon (A) the receipt by the 
Administrative Agent of (1) an agreement in form and substance satisfactory to the 
Administrative Agent (x) signed by the Borrower, each Increasing Lender, each Additional 
Lender and, if any portion of the Commitment Increase is to be allocated to increase the L/C 
Commitment Amount, each applicable Fronting Bank, (y) setting forth the new Commitment of 
each such Lender and setting forth the agreement of each Additional Lender to become a party to 
this Agreement and to be bound by all the terms and provisions hereof binding upon each 
Lender, and (z) if any portion of the Commitment Increase is to be allocated to increase the L/C 
Commitment Amount, setting forth the new L/C Commitment Amount, (2) certified copies of 
the Commitment Increase Approvals and such opinions of counsel for the Borrower with respect 
to the Commitment Increase as the Administrative Agent may reasonably request, and (3) a 
certificate (the statements contained in which shall be true) of a duly authorized officer of the 
Borrower stating that both before and after giving effect to such Commitment Increase (x) no 
Unmatured Default or Event of Default has occurred and is continuing, (y) all representations 
and warranties made by the Borrower in this Agreement are true and correct in all material 
 respects, and (z)  all Commitment Increase Approvals  have been obtained and  are in full force  
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and effect, and (B) the funding by each Increasing Lender and Additional Lender of the Advance
(s) to be made by each such Lender described in paragraph (iii) below.  

Upon the effective date of any Commitment Increase, each Increasing Lender and 
each Additional Lender shall provide funds to the Administrative Agent in the manner described 
in Section 3.03 in an amount equal to the product of (x) the aggregate principal amount of 
Advances outstanding hereunder, expressed as a percentage of the Total Commitment 
(calculated, in each case, immediately prior to such Commitment Increase) and (y) the amount of 
such Lender’s Commitment Increase.  The funds so provided by any Lender shall be deemed to 
be an Advance or Advances made by such Lender on the date of such Commitment Increase, 
with such Advance(s) being (A) in an amount equal to the product of (x) the aggregate 
outstanding principal amount of each Advance expressed as a percentage of the Total 
Commitment (calculated, in each case, immediately prior to such Commitment Increase) and (y) 
the amount of such Lender’s Commitment Increase and (B) of the same Type(s) and having the 
same Interest Period(s) as each Advance described in the preceding clause (A), such that after 
giving effect to such Commitment Increase and the Advances(s) made on the date of such 
Commitment Increase, each Advance outstanding hereunder shall consist of Advances made by 
the Lenders ratably in accordance with their pro rata shares of the Total Commitment. 

Notwithstanding any provision contained herein to the contrary, from and after 
the date of any Commitment Increase and the making of any Advances on such date pursuant to 
paragraph (iii) above, all calculations and payments of interest on the Advance comprising any 
Advances shall take into account the actual Commitment of each Lender and the principal 
amount outstanding of each Advance made by such Lender during the relevant period of time. 

Extension of the Stated Termination Date. 

   

Unless the Termination Date previously shall have occurred in accordance with 
the terms of this Agreement, at least 30 days but not more than 45 days before any Extension 
Date, the Borrower may, by notice to the Administrative Agent (any such notice being 
irrevocable), request that the Administrative Agent, the Fronting Banks and the Lenders extend 
the Stated Termination Date for a period of one year.  If the Borrower shall make such request, 
the Administrative Agent shall promptly inform the Fronting Banks and the Lenders thereof. 
 Each Fronting Bank and each Lender shall notify the Administrative Agent, in writing, of its 
agreement so to extend the Stated Termination Date at least 20 days prior to such Extension 
Date,  and, no later than 15 days prior to such Extension Date, the Administrative Agent shall 
notify the Borrower in writing if the Fronting Banks and Lenders holding sufficient 
Commitments (determined per the last sentence of this subsection (a)) consent to such request. 
 The granting of any such consent shall be in the sole and absolute discretion of each Fronting 
Bank and each Lender (each Lender that consents being an “Extending Lender” and each 
Lender that does not consent, or that does not notify the Administrative Agent of its consent to 
any request for extension, being a “Declining Lender”), and if the Administrative Agent shall 
not so notify the Borrower, such lack of notification shall be deemed to be a determination not to 
consent to such request.  Any extension pursuant to this Section shall be effective only if (i) the 
sum of the Commitments, immediately following the effectiveness of any proposed extension, of 
(A) Extending Lenders and (B) third party financial institutions that become Lenders by 
accepting Commitments from Declining Lenders would exceed 50% of the Total Commitment in 
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effect immediately prior to the effectiveness of any proposed extension, (ii) no Unmatured 
Default or Event of Default has occurred and is continuing and (iii) all representations and 
warranties contained in Section 6.01 are true and correct on the Stated Termination Date as in 
effect immediately prior to the effectiveness of such proposed extension. 

The Commitment of each Declining Lender automatically will terminate on the 
Stated Termination Date as in effect immediately prior to the effectiveness of such extension.  If 
there shall be any Declining Lenders, (i) Extending Lenders will have the right to increase their 
Commitments in an aggregate amount not to exceed the Commitments of such Declining 
Lenders and, (ii) if the aggregate amount of such increase in Commitments is less than the 
aggregate Commitments of such Declining Lenders, the Borrower will have the right to accept 
commitments from third party financial institutions acceptable to the Administrative Agent in an 
amount not greater than the amount of such shortfall.  Any such increase in Commitments or 
accession of third party financial institutions shall be made via an Assignment and Assumption 
and shall be effective on the Stated Termination Date as in effect immediately prior to the 
effectiveness of such extension. 

The Borrower may extend the Stated Termination Date pursuant to this Section 
only twice. 

Cash Collateralization of LC Outstandings. 

If on any day the Borrower elects or is required to cash collateralize all or any 
portion of the LC Outstandings (including, without limitation, pursuant to the last sentence of 
Section 2.02(a), Section 4.02(c), Section 8.02 or Section 10.15), the Borrower shall deposit cash 
in immediately available funds in the Cash Collateral Account in an amount equal to the LC 
Outstandings to be so cash collateralized.  The Borrower hereby collaterally assigns, and grants 
to the Administrative Agent, for the benefit of the Fronting Banks and the Lenders, a security 
interest in all funds held in the Cash Collateral Account from time to time and proceeds thereof, 
as security for the payment of all amounts due and to become due from the Borrower to the 
Fronting Banks and the Lenders under this Agreement with respect to the LC Outstandings so 
collateralized and the principal amount of Advances that were used to satisfy any related 
Reimbursement Obligation pursuant to Section 2.02(g)(ii).  The Cash Collateral Account shall be 
in the name of the Borrower for the benefit of the Administrative Agent as a cash collateral 
account, but the Administrative Agent shall have sole dominion and control over, and sole access 
to, the Cash Collateral Account, all deposits and all investment property held therein.  Neither 
the Borrower nor any Person claiming on behalf of or through the Borrower shall have any right 
to withdraw any of the funds or investments held in the Cash Collateral Account.  The Borrower 
agrees that it will not (i) sell or otherwise dispose of any interest in the Cash Collateral Account 
or any funds held therein other than as permitted under subsection (b) below, or (ii) create or 
permit to exist any Lien upon or with respect to the Cash Collateral Account or any funds held 
therein.  The Administrative Agent shall exercise reasonable care in the custody and preservation 
of any funds held in the Cash Collateral Account and shall be deemed to have exercised such 
care if such funds are accorded treatment substantially equivalent to that which the 
Administrative Agent accords other funds deposited with the Administrative Agent in like 
accounts, it being understood that the Administrative Agent shall not have any responsibility for  
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taking any necessary steps to preserve rights against any parties with respect to any funds held in 
the Cash Collateral Account.   

At the direction of the Borrower, if and for so long as no Unmatured Default or 
Event of Default shall have occurred and be continuing, the Administrative Agent shall invest 
funds on deposit in the Cash Collateral Account in certificates of deposit, other bank deposits of 
the Administrative Agent, or other high-quality short-term debt instruments, in each case at such 
rates and for such periods as the Borrower and the Administrative Agent shall agree.  The 
Borrower shall bear all risks and costs associated with such investments and the liquidation 
thereof and shall make additional deposits in the Cash Collateral Account to the extent necessary 
to ensure that the amounts on deposit therein at all times equal or exceed the amounts required to 
be deposited therein pursuant to this Agreement.  Upon the payment in full of all amounts due 
hereunder in respect of the LC Outstandings and related Advances collateralized pursuant to this 
Section 2.06 and the expiration or termination of such collateralized Letters of Credit, and if no 
Unmatured Default or Event of Default shall have occurred and be continuing, the 
Administrative Agent shall pay to the Borrower the proceeds of any investments remaining in the 
Cash Collateral Account.  

If at any time the Administrative Agent determines that any funds held in the 
Cash Collateral Account are subject to any right or claim of any Person other than the 
Administrative Agent, the Lenders and each Fronting Bank or that the total amount of such funds 
is less than the LC Outstandings required to be cash collateralized on such date, the Borrower 
will, forthwith upon demand by the Administrative Agent, pay to the Administrative Agent, as 
additional funds to be deposited and held in the Cash Collateral Account, an amount equal to the 
excess of (i) the LC Outstandings and related Advances required to be cash collateralized on 
such date over (ii) the total amount of funds, if any, then held in the Cash Collateral Account that 
the Administrative Agent determines to be free and clear of any such right and claim.  Upon the 
drawing of any Letter of Credit for which funds are on deposit in the Cash Collateral Account, 
such funds shall be applied to reimburse the relevant Fronting Bank or Lender holding a 
participation in the Reimbursement Obligation to such Fronting Bank to the extent permitted by 
applicable law and in accordance with the terms of this Agreement. 

The Borrower will at its own expense promptly execute and deliver, or otherwise 
authenticate, all further instruments and documents, and take all further action that may be 
necessary, or that the Administrative Agent may reasonably request, in order to perfect and 
protect any pledge or security interest granted or purported to be granted by the Borrower 
hereunder with respect to the Cash Collateral Account or to enable the Administrative Agent to 
exercise and enforce its rights and remedies hereunder with respect to the Cash Collateral 
Account.  

Funds maintained in the Cash Collateral Account shall be applied as follows:   

amounts maintained in the Cash Collateral Account provided pursuant to 
Section 10.15 to secure the Borrower’s obligations corresponding to any Defaulting 
Lender’s Percentage of the LC Outstandings shall be applied immediately to repay the 
Reimbursement Obligations in respect of such LC Outstandings;   
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amounts maintained in the Cash Collateral Account provided pursuant to 
Section 2.02(a) with respect to any Letter of Credit with a Expiration Date beyond the 
Stated Termination Date of any Lender shall be applied immediately to repay 
Reimbursement Obligations in an amount equal to such Lender’s Percentage (determined 
as of such Lender’s Stated Termination Date) of such Reimbursement Obligations in 
respect of such Letter of Credit; and 

following the application of funds described in clauses (i) and (ii), any 
other funds maintained in the Cash Collateral Account shall be applied to satisfy all other 
payment obligations of the Borrower hereunder.   

ARTICLE III 
ADVANCES 

Advances. 

  More than one Borrowing may be made on the same Business Day.  Each Borrowing 
shall consist of Advances of the same Type and Interest Period made to the Borrower on the 
same Business Day by the Lenders ratably according to their respective Commitments.  Each 
Borrowing shall be made on notice in substantially the form of Exhibit 3.01 hereto (a “Notice of 
Borrowing”), delivered by the Borrower to the Administrative Agent, by hand or facsimile, not 
later than 11:00 a.m. (New York City time) (i) in the case of Eurodollar Rate Advances, on the 
third Business Day prior to the date of the proposed Borrowing and (ii) in the case of Base Rate 
Advances, on the day of the proposed Borrowing.  Upon receipt of a Notice of Borrowing, the 
Administrative Agent shall notify the Lenders thereof promptly on the day so received.  Each 
Notice of Borrowing shall specify therein (x) the requested (A) date of such Borrowing, 
(B) principal amount and Type of Advances comprising such Borrowing and (C) initial Interest 
Period for such Advances, (y) the aggregate amount of Outstanding Credits on such date after 
giving effect to such proposed Borrowing and (z) if the Borrower so chooses, a term, expressed 
as a number of days (which shall in no event end later than the Termination Date), beyond which 
such Borrowing may not be outstanding.  Each proposed Borrowing shall be subject to the 
satisfaction of the conditions precedent thereto as set forth in Article V.  

Terms Relating to the Making of Advances. 

Notwithstanding anything in Section 3.01 above to the contrary: 

at no time shall more than twelve different Borrowings be outstanding hereunder; 

each Borrowing hereunder that is to be comprised of Base Rate Advances shall be 
in an aggregate principal amount of not less than $5,000,000 or an integral multiple of 
$1,000,000 in excess thereof, or such lesser amount as shall be equal to the total amount of the 
Available Commitments on such date, after giving effect to all other Borrowings to be made to, 
or repaid or prepaid by, the Borrower on such date; and 

each Borrowing hereunder that is to be comprised of Eurodollar Rate Advances 
shall be in an aggregate principal amount of not less than $5,000,000 or an increment of 
$1,000,000 in excess thereof. 
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Each Notice of Borrowing shall be irrevocable and binding on the Borrower. 

Making of Advances. 

Each Lender shall, before 1:00 p.m. (New York City time) on the date of such 
Borrowing, make available for the account of its Applicable Lending Office to the 
Administrative Agent at the Administrative Agent’s address referred to in Section 10.02, in same 
day funds, such Lender’s portion of such Borrowing.  Advances shall be made by the Lenders 
ratably in accordance with their several Commitments.  After the Administrative Agent’s receipt 
of such funds and upon fulfillment of the applicable conditions set forth in Article V, the 
Administrative Agent will make such funds available to the Borrower at the Administrative 
Agent’s aforesaid address. 

Unless the Administrative Agent shall have received notice from a Lender prior to 
the time of any Borrowing that such Lender will not make available to the Administrative Agent 
such Lender’s ratable portion of such Borrowing, the Administrative Agent may assume that 
such Lender has made such portion available to the Administrative Agent on the date of such 
Borrowing in accordance with subsection (a) above, and the Administrative Agent may, in 
reliance upon such assumption, make available to the Borrower a corresponding amount on such 
date.  If and to the extent that any such Lender (a “non-performing Lender”) shall not have so 
made such ratable portion available to the Administrative Agent, the non-performing Lender and 
the Borrower severally agree to repay to the Administrative Agent forthwith on demand such 
corresponding amount together with interest thereon, for each day from the date such amount is 
made available to the Borrower until the date such amount is repaid to the Administrative Agent, 
at (i) in the case of the Borrower, the interest rate applicable at the time to Advances comprising 
such Borrowing and (ii) in the case of such Lender, the Federal Funds Rate.  Nothing herein shall 
in any way limit, waive or otherwise reduce any claims that any party hereto may have against 
any non-performing Lender. 

The failure of any Lender to make the Advance to be made by it as part of any 
Borrowing shall not relieve any other Lender of its obligation, if any, hereunder to make its 
Advance on the date of such Borrowing, but no Lender shall be responsible for the failure of any 
other Lender to make the Advance to be made by such other Lender on the date of any 
Borrowing. 

Repayment of Advances; Delivery of Notes. 

The Borrower shall repay the principal amount of each Advance made to it 
hereunder no later than on the earlier of (i) the last day of the term (if any) specified pursuant to 
clause (iii) of Section 3.01 in the Notice of Borrowing related to such Advance and (ii) the 
Termination Date (including the Stated Termination Date with respect to each Lender). 

Any Lender may request that the Extensions of Credit to be made by it be 
evidenced by a Note.  Promptly upon receipt of such request, the Borrower shall prepare, execute 
and deliver to such Lender (or, if requested by such Lender, to such Lender and its assignees) a 
Note.  Thereafter, the Extensions of  Credit  evidenced by such Note and interest thereon shall  at 
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all times (including after assignment pursuant to Section 10.07) be represented by one or more 
Notes payable to the order of the payee named therein. 

Interest. 

Interest Periods. 

The period commencing on the date of each Advance and ending on the last day 
of the period selected by the Borrower with respect to such Advance pursuant to the provisions 
of this Section is referred to herein as an “Interest Period”.  The duration of each Interest Period 
shall be (i) in the case of any Eurodollar Rate Advance, one, two, three or six months and (ii) in 
the case of any Base Rate Advance, the period of time beginning on the date of the making of, or 
the conversion of an outstanding Advance into, such Advance and ending on the last day of 
March, June, September or December next following the date on which such Advance was made; 
provided, however, that no Interest Period may be selected by the Borrower if such Interest 
Period would end after the Termination Date. 

Subject to the terms and conditions of this Agreement, the initial Interest Period 
for any Advance made to the Borrower shall be determined by the Borrower as set forth in its 
Notice of Borrowing with respect to such Advance.  The Borrower may elect to continue or 
convert one or more Advances of any Type and having the same Interest Period to one or more 
Advances of the same or any other Type and having the same or a different Interest Period on the 
following terms and subject to the following conditions: 

Each continuation or conversion shall be made as to all Advances 
comprising a single Borrowing upon written notice given by the Borrower to the 
Administrative Agent not later than 11:00 a.m. (New York City time) on the third 
Business Day prior to the date of the proposed continuation of or conversion, in the case 
of a continuation or conversion to a Eurodollar Rate Advance, or on the day of the 
proposed continuation of or conversion to a Base Rate Advance.  The Administrative 
Agent shall notify each Lender of the contents of such notice promptly after receipt 
thereof.  Each such notice shall specify therein the following information: (1) the date of 
such proposed continuation or conversion (which in the case of Eurodollar Rate 
Advances shall be the last day of the Interest Period then applicable to such Advances to 
be continued or converted), (2) the Type of, and Interest Period applicable to, the 
Advances proposed to be continued or converted, (3) the aggregate principal amount of 
Advances proposed to be continued or converted, and (4) the Type of Advances to which 
such Advances are proposed to be continued or converted and the Interest Period to be 
applicable thereto. 

If an Unmatured Default shall have occurred and be continuing, the 
right of the Borrower to continue or convert Advances to Eurodollar Rate Advances shall 
be suspended, and all Eurodollar Rate Advances then outstanding shall be converted to 
Base Rate Advances on the last day of the Interest Period then in effect, if, on such day, 
an Unmatured Default shall be continuing. 
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If an Event of Default shall have occurred and be continuing, the right 
of the Borrower to continue or convert Advances to Eurodollar Rate Advances shall be 
suspended, and upon the occurrence of an Event of Default, all Eurodollar Rate Advances 
then outstanding shall immediately, without further act by the Borrower, be converted to 
Base Rate Advances. 

If no notice of continuation or conversion is received by the 
Administrative Agent as provided in paragraph (A) above with respect to any outstanding 
Advances on or before the third Business Day prior to the last day of the Interest Period 
then in effect for such Advances, the Administrative Agent shall treat such absence of 
notice as a deemed notice of continuation or conversion providing for such Advances to 
be continued as or converted to Base Rate Advances with an Interest Period of three 
months commencing on the last day of such Interest Period. 

Interest Rates.  The Borrower shall pay interest on the unpaid principal amount of 
each Advance owing by the Borrower from the date of such Advance until such principal amount 
shall be paid in full, at the Applicable Rate for such Advance (except as otherwise provided in 
this subsection (b)), payable as follows: 

Eurodollar Rate Advances.  If such Advance is a Eurodollar Rate Advance, 
interest thereon shall be payable (A) on the last day of the Interest Period applicable thereto, (B) 
in the case of a Eurodollar Rate Advance with an Interest Period of more than three months’
duration, on each day that is a three-month anniversary of the date of such Advance, (C) on the 
date on which such Advance is repaid in full and (D) on the Termination Date; provided if an 
Event of Default shall have occurred and be continuing, such Advance shall bear interest at a rate 
per annum equal at all times to 2.0% per annum above the Applicable Rate for such Advance for 
such Interest Period, or, if higher, 2.0% per annum above the Applicable Rate in effect from time 
to time for Base Rate Advances. 

Base Rate Advances.  If such Advance is a Base Rate Advance, interest thereon 
shall be payable (A) quarterly on the last day of each March, June, September and December, 
(B) on the date such Base Rate Advance shall be paid in full and (C) on the Termination Date; 
provided if an Event of Default shall occur and be continuing, such Advance shall bear interest at 
a rate per annum equal at all times to 2.0% per annum above the Applicable Rate for such 
Advance for such Interest Period. 

Other Amounts.  Except as otherwise provided in Section 2.02(f)(ii), any other 
amounts payable hereunder that are not paid when due shall (to the fullest extent permitted by 
law) bear interest, from the date when due until paid in full, at a rate per annum equal at all times 
to 2% per annum above the Applicable Rate in effect from time to time for Base Rate Advances, 
payable on demand. 

Interest Rate Determinations.  The Administrative Agent shall give prompt 
notice to the Borrower and the Lenders of the Applicable Rate determined from time to time by 
the Administrative Agent for each Advance.  Each Reference Bank agrees to furnish to the 
Administrative Agent timely information for the purpose of determining the Eurodollar Rate for 
any Interest  Period, if  applicable.  If  any one  Reference  Bank  shall  not  furnish  such  timely  
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information, the Administrative Agent shall determine such interest rate on the basis of the 
timely information furnished by the other Reference Banks. 

ARTICLE IV 
PAYMENTS 

Payments and Computations. 

The Borrower shall make each payment hereunder not later than 12:00 noon 
(New York City time) on the day when due in U.S. Dollars to the Administrative Agent or, with 
respect to payments made in respect of Reimbursement Obligations, the applicable Fronting 
Bank, at its address referred to in Section 10.02, in same day funds.  The Administrative Agent 
or such Fronting Bank, as the case may be, will promptly thereafter cause to be distributed like 
funds relating to the payment of principal, interest, fees or other amounts payable to the Lenders, 
to the respective Lenders to whom the same are payable, for the account of their respective 
Applicable Lending Offices, in each case to be applied in accordance with the terms of this 
Agreement.  Upon its acceptance of an Assignment and Assumption and recording of the 
information contained therein in the Register pursuant to Section 10.07, from and after the 
effective date specified in such Assignment and Assumption, the Administrative Agent or such 
Fronting Bank, as the case may be, shall make all payments hereunder in respect of the interest 
assigned thereby to the Lender assignee thereunder, and the parties to such Assignment and 
Assumption shall make all appropriate adjustments in such payments for periods prior to such 
effective date directly between themselves. 

The Borrower hereby authorizes the Administrative Agent, each Fronting Bank 
and each Lender, if and to the extent payment owed to the Administrative Agent, such Fronting 
Bank or such Lender, as the case may be, is not made when due hereunder, to charge from time 
to time against any or all of the Borrower’s accounts with the Administrative Agent, such 
Fronting Bank or such Lender, as the case may be, any amount so due. 

All computations of interest based on the Base Rate (except when determined on 
the basis of the Federal Funds Rate or the One-Month LIBOR Rate) shall be made on the basis of 
a year of 365 or 366 days, as the case may be.  All computations of interest and other amounts 
payable pursuant to Section 4.03 shall be made by the Lender claiming such interest or other 
amount on the basis of a year of 360 days.  All other computations of interest, including 
computations of interest based on the Eurodollar Rate, the Base Rate (when and if determined on 
the basis of the Federal Funds Rate or the One-Month LIBOR Rate), and all computations of fees 
and other amounts payable hereunder, shall be made on the basis of a year of 360 days.  In each 
such case, such computation shall be made for the actual number of days (including the first day 
but excluding the last day) occurring in the period for which such interest, fees or other amounts 
are payable.  Each such determination by the Administrative Agent, any Fronting Bank or a 
Lender shall be conclusive and binding for all purposes, absent manifest error. 

Whenever any payment under any Loan Document shall be stated to be due, or 
the last day of an Interest Period hereunder shall be stated to occur, on a day other than a 
Business Day, such payment shall be made, and the last day of such Interest Period shall occur, 
on the next succeeding Business  Day, and such extension of  time shall  in such case be included 
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in the computation of payment of interest and fees hereunder; provided, however, that if such 
extension would cause payment of interest on, or principal of, Eurodollar Rate Advances to be 
made, or the last day of an Interest Period for a Eurodollar Rate Advance to occur, in the next 
following calendar month, such payment shall be made on the next preceding Business Day and 
such reduction of time shall in such case be included in the computation of payment of interest 
hereunder. 

Unless the Administrative Agent shall have received notice from the Borrower 
prior to the date on which any payment is due to the Lenders hereunder that the Borrower will 
not make such payment in full, the Administrative Agent may assume that the Borrower has 
made such payment in full to the Administrative Agent on such date and the Administrative 
Agent may, in reliance upon such assumption, cause to be distributed to each Lender on such due 
date an amount equal to the amount then due such Lender.  If and to the extent the Borrower 
shall not have so made such payment in full to the Administrative Agent, such Lender shall 
repay to the Administrative Agent forthwith on demand such amount distributed to such Lender, 
together with interest thereon, for each day from the date such amount is distributed to such 
Lender until the date such Lender repays such amount to the Administrative Agent, at the 
Federal Funds Rate. 

Prepayments. 

The Borrower shall not have any right to prepay any Advances except in 
accordance with subsections (b) and (c) below. 

The Borrower may, (i) in the case of Eurodollar Rate Advances, upon at least 
three Business Day’s written notice to the Administrative Agent (such notice being irrevocable) 
and (ii) in the case of Base Rate Advances, upon notice not later than 11:00 a.m. on the date of 
the proposed prepayment to the Administrative Agent (such notice being irrevocable), stating the 
proposed date and aggregate principal amount of the prepayment, and if such notice is given, the 
Borrower shall, prepay Advances comprising part of the same Borrowing, in whole or ratably in 
part, together with accrued interest to the date of such prepayment on the principal amount 
prepaid and any amounts owing in connection therewith pursuant to Section 4.03(d); provided, 
however, that each partial prepayment shall be in an aggregate principal amount not less than 
$5,000,000 or an integral multiple of $1,000,000 in excess thereof. 

If at any time the aggregate principal amount of Outstanding Credits shall exceed 
the Total Commitment, the Borrower shall forthwith prepay so much of the outstanding 
Advances, and/or pay to the Administrative Agent an amount in immediately available funds 
(which funds shall be held as collateral in the Cash Collateral Account) equal to so much of the 
amount available for drawing under the Letters of Credit outstanding at such time as shall result 
in the amount of Outstanding Credits minus the amount Stated Amount of the Letters of Credit 
so collateralized by funds being held in the Cash Collateral Account being less than or equal to 
the Total Commitment at such time.  All prepayments pursuant to this subsection (c) shall be 
effected from outstanding Advances comprising part of the same Borrowing or Borrowings and 
shall be accompanied by payment of accrued interest to the date of such prepayment on the 
principal amount prepaid and any amounts owing in connection therewith pursuant to Section 
4.03(d). 
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Yield Protection. 

Change in Circumstances.  Notwithstanding any other provision herein, if after 
the date hereof, the adoption of or any change in applicable law or regulation or in the 
interpretation or administration thereof (including, without limitation, pursuant to the Dodd-
Frank Wall Street Reform and Consumer Protection Act of 2010) by any governmental authority 
charged with the interpretation or administration thereof (whether or not having the force of law) 
shall (i) change the basis of taxation of payments to any Fronting Bank or any Lender of the 
principal of or interest on any Eurodollar Rate Advance made by such Lender or any fees or 
other amounts payable hereunder (other than changes in respect of taxes imposed on the overall 
net income of such Fronting Bank or such Lender, or its Applicable Lending Office, by the 
jurisdiction in which such Fronting Bank or such Lender has its principal office or in which such 
Applicable Lending Office is located or by any political subdivision or taxing authority therein), 
or (ii) shall impose, modify or deem applicable any reserve, special deposit or similar 
requirement against letters of credit (or participatory interests therein) issued by, commitments or 
assets of, deposits with or for the account of, or credit extended by, such Fronting Bank or such 
Lender, or (iii) shall impose on such Fronting Bank or such Lender any other condition affecting 
this Agreement, the Letters of Credit or participatory interests therein or Eurodollar Rate 
Advances, and the result of any of the foregoing shall be (A) to increase the cost to such Fronting 
Bank or such Lender of issuing, maintaining or participating in this Agreement or the Letter of 
Credit or of agreeing to make, making or maintaining any Advance or (B) to reduce the amount 
of any sum received or receivable by such Fronting Bank or such Lender hereunder (whether of 
principal, interest or otherwise), then the Borrower will pay to such Fronting Bank or such 
Lender, upon demand, such additional amount or amounts as will compensate such Fronting 
Bank or such Lender for such additional costs incurred or reduction suffered. 

Capital.  If any Fronting Bank or any Lender shall have determined that any 
change after the date hereof in any law, rule, regulation or guideline adopted pursuant to or 
arising out of the July 1988 report of the Basle Committee on Banking Regulations and 
Supervisory Practices entitled “International Convergence of Capital Measurement and Capital 
Standards”, or the adoption after the date hereof of any law, rule, regulation or guideline 
regarding capital adequacy (including, without limitation, pursuant to the Dodd-Frank Wall 
Street Reform and Consumer Protection Act of 2010), or any change in any of the foregoing or 
in the interpretation or administration of any of the foregoing by any governmental authority, 
central bank or comparable agency charged with the interpretation or administration thereof, or 
compliance by any Fronting Bank or any Lender (or any Applicable Lending Office of such 
Lender), or any holding company of any such entity, with any request or directive regarding 
capital adequacy (whether or not having the force of law) of any such authority, central bank or 
comparable agency, has or would have the effect (i) of reducing the rate of return on such 
entity’s capital or on the capital of such entity’s holding company, if any, as a consequence of 
this Agreement, the Letters of Credit or such entity’s participatory interest therein, any 
Commitment or LC Commitment hereunder or the portion of the Advances made by such entity 
pursuant hereto to a level below that which such entity or such entity’s holding company could 
have achieved, but for such applicability, adoption, change or compliance (taking into 
consideration such entity’s policies and the policies of such entity’s holding company with 
respect to capital adequacy), or (ii) of increasing or otherwise determining the amount of capital 
required or expected to be maintained by such entity or such entity’s holding company based 
upon the 

 
 
 
 

SECTION  4.03.

(a)

(b)

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 100 of 732



36
 
existence of this Agreement, the Letters of Credit or such entity’s participatory interest therein, 
any Commitment or LC Commitment hereunder, the portion of the Advances made by such 
entity pursuant hereto and other similar such credits, participations, commitments, agreements or 
assets, then from time to time the Borrower shall pay to such Fronting Bank or such Lender, 
upon demand, such additional amount or amounts as will compensate such entity or such entity’s 
holding company for any such reduction or allocable capital cost suffered. 

Eurodollar Reserves.  The Borrower shall pay to each Lender upon demand, so 
long as such Lender shall be required under regulations of the Board of Governors of the Federal 
Reserve System to maintain reserves with respect to liabilities or assets consisting of or including 
Eurocurrency Liabilities, additional interest on the unpaid principal amount of each Eurodollar 
Rate Advance of such Lender to the Borrower, from the date of such Advance until such 
principal amount is paid in full, at an interest rate per annum equal at all times to the remainder 
obtained by subtracting (i) the Eurodollar Rate for the Interest Period for such Advance from 
(ii) the rate obtained by dividing such Eurodollar Rate by a percentage equal to 100% minus the 
Eurodollar Reserve Percentage of such Lender for such Interest Period.  Such additional interest 
shall be determined by such Lender and notified to the Borrower and the Administrative Agent. 

Breakage Indemnity.  The Borrower shall indemnify each Lender against any 
loss, cost or reasonable expense that such Lender may sustain or incur as a consequence of 
(i) any failure by the Borrower to fulfill on the date of any Borrowing or conversion of Advances 
hereunder the applicable conditions precedent set forth in Articles III and V, (ii) any failure by 
the Borrower to borrow any, or convert any outstanding Advance into a, Eurodollar Rate 
Advance hereunder after a Notice of Borrowing has been delivered pursuant to Section 3.01 or 
after delivery of a notice of conversion pursuant to Section 3.05(a)(ii), (iii) any payment, 
prepayment or conversion of a Eurodollar Rate Advance required or permitted by any other 
provision of this Agreement or otherwise made or deemed made on a date other than the last day 
of the Interest Period applicable thereto, (iv) any default by the Borrower in payment or 
prepayment of the principal amount of any Eurodollar Rate Advance or any part thereof or 
interest accrued thereon, as and when due and payable (at the due date thereof, by irrevocable 
notice of prepayment or otherwise) or (v) the occurrence of any Event of Default, including, in 
each such case, any loss or reasonable expense sustained or incurred or to be sustained or 
incurred in liquidating or employing deposits from third parties acquired to effect or maintain 
such Advance or any part thereof as a Eurodollar Rate Advance.  Such loss, cost or reasonable 
expense shall include an amount equal to the excess, if any, as reasonably determined by such 
Lender, of (A) its cost of obtaining the funds for the Eurodollar Rate Advance being paid, 
prepaid, converted or not borrowed for the period from the date of such payment, prepayment, 
conversion or failure to borrow to the last day of the Interest Period for such Advance (or, in the 
case of a failure to borrow, the Interest Period for such Advance that would have commenced on 
the date of such failure) over (B) the amount of interest (as reasonably determined by such 
Lender) that would be realized by such Lender in reemploying the funds so paid, prepaid, 
converted or not borrowed for such period or Interest Period, as the case may be.  For purposes 
of this subsection (d), it shall be presumed that in the case of any Eurodollar Rate Advance, each 
Lender shall have funded each such Advance with a fixed-rate instrument bearing the rates and 
maturities designated in the determination of the Applicable Rate for such Advance. 
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Notices.  A certificate of any Fronting Bank or any Lender setting forth such 
entity’s claim for compensation hereunder and the amount necessary to compensate such entity 
or its holding company pursuant to subsections (a) through (d) above shall be submitted to the 
Borrower and the Administrative Agent and shall be conclusive and binding for all purposes, 
absent manifest error.  The Borrower shall pay such Fronting Bank or such Lender directly the 
amount shown as due on any such certificate within 10 days after its receipt of the same.  The 
failure of any entity to provide such notice or to make demand for payment under this 
Section shall not constitute a waiver of such entity’s rights hereunder; provided that such entity 
shall not be entitled to demand payment pursuant to subsections (a) through (d) above in respect 
of any loss, cost, expense, reduction or reserve, if such demand is made more than one year 
following the later of such entity’s incurrence or sufferance thereof or such entity’s actual 
knowledge of the event giving rise to such entity’s rights pursuant to such subsections.  Each 
Fronting Bank and each Lender shall use reasonable efforts to ensure the accuracy and validity 
of any claim made by it hereunder, but the foregoing shall not obligate any such entity to assert 
any possible invalidity or inapplicability of the law, rule, regulation, guideline or other change or 
condition that shall have occurred or been imposed. 

Change in Legality.  Notwithstanding any other provision herein, if the adoption 
of or any change in any law or regulation or in the interpretation or administration thereof by any 
governmental authority charged with the administration or interpretation thereof shall make it 
unlawful for any Lender to make or maintain any Eurodollar Rate Advance or to give effect to its 
obligations as contemplated hereby with respect to any Eurodollar Rate Advance, then, by 
written notice to the Borrower and the Administrative Agent, such Lender may: 

declare that Eurodollar Rate Advances will not thereafter be made by such Lender 
hereunder, whereupon the right of the Borrower to select Eurodollar Rate Advances for any 
Borrowing or conversion shall be forthwith suspended until such Lender shall withdraw such 
notice as provided herein below or shall cease to be a Lender hereunder pursuant to 
Section 10.07(g); and 

require that all outstanding Eurodollar Rate Advances be converted to Base Rate 
Advances, in which event all Eurodollar Rate Advances shall be automatically converted to Base 
Rate Advances as of the effective date of such notice as provided herein below. 

Upon receipt of any such notice, the Administrative Agent shall promptly notify the other 
Lenders.  Promptly upon becoming aware that the circumstances that caused such Lender to 
deliver such notice no longer exist, such Lender shall deliver notice thereof to the Borrower and 
the Administrative Agent withdrawing such prior notice (but the failure to do so shall impose no 
liability upon such Lender).  Promptly upon receipt of such withdrawing notice from such 
Lender (or upon such Lender assigning all of its Commitment, Advances, participation and other 
rights and obligations under the Loan Documents in accordance with Section 10.07(g)), the 
Administrative Agent shall deliver notice thereof to the Borrower and the Lenders and such 
suspension shall terminate.  Prior to any Lender giving notice to the Borrower under this 
subsection (f), such Lender shall use reasonable efforts to change the jurisdiction of its 
Applicable Lending Office, if such change would avoid such unlawfulness and would not, in the 
sole determination of such Lender,be otherwise disadvantageous to such Lender. Any notice to 
the Borrower by any Lender shall be effective as to each Eurodollar Rate Advance on the last day 
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of the Interest Period currently applicable to such Eurodollar Rate Advance; provided that if such 
notice shall state that the maintenance of such Advance until such last day would be unlawful, 
such notice shall be effective on the date of receipt by the Borrower and the Administrative 
Agent. 

Market Rate Disruptions.  If (i) at any time the Eurodollar Rate is to be 
determined pursuant to the second sentence of the definition thereof fewer than two Reference 
Banks furnish timely information to the Administrative Agent for determining the Eurodollar 
Rate for Eurodollar Rate Advances in connection with any proposed Borrowing or (ii) the 
Majority Lenders shall notify the Administrative Agent that the Eurodollar Rate will not 
adequately reflect the cost to such Majority Lenders of making, funding or maintaining their 
respective Eurodollar Rate Advances, the right of the Borrower to select or receive Eurodollar 
Rate Advances for any Borrowing shall be forthwith suspended until the Administrative Agent 
shall notify the Borrower and the Lenders that the circumstances causing such suspension no 
longer exist, and until such notification from the Administrative Agent, each requested 
Borrowing of Eurodollar Rate Advances hereunder shall be deemed to be a request for Base Rate 
Advances. 

Rights of Participants.  Any participant in a Lender’s interests hereunder may 
assert any claim for yield protection under Section 4.03 that it could have asserted if it were a 
Lender hereunder.  If such a claim is asserted by any such participant, it shall be entitled to 
receive such compensation from the Borrower as a Lender would receive in like circumstances; 
provided, however, that with respect to any such claim, the Borrower shall have no greater 
liability to the Lender and its participant, in the aggregate, than it would have had to the Lender 
alone had no such participation interest been created. 

Sharing of Payments, Etc. 

   

If any Lender shall obtain any payment (whether voluntary, involuntary, through 
the exercise of any right of banker’s lien, set-off or counterclaim, or otherwise, but excluding any 
proceeds received by assignments or sales of participation in accordance with Section 10.07 to a 
Person that is not an Affiliate of the Borrower) on account of the Advances and LC Outstandings 
owing to it (other than pursuant to Section 4.03) in excess of its ratable share of payments on 
account of the Advances and LC Outstandings obtained by all the Lenders, such Lender shall 
forthwith purchase from the other Lenders such participation in the Advances owing to them as 
shall be necessary to cause such purchasing Lender to share the excess payment ratably with 
each of them; provided, however, that if all or any portion of such excess payment is thereafter 
recovered from such purchasing Lender, such purchase from each Lender shall be rescinded and 
such Lender shall repay to the purchasing Lender the purchase price to the extent of such 
recovery together with an amount equal to such Lender’s ratable share (according to the 
proportion of (i) the amount of such Lender’s required repayment to (ii) the total amount so 
recovered from the purchasing Lender) of any interest or other amount paid or payable by the 
purchasing Lender in respect of the total amount so recovered.  The Borrower agrees that any 
Lender so purchasing a participation from another Lender pursuant to this Section may, to the 
fullest extent permitted by law, exercise all its rights of payment (including the right of set-off) 
with respect to such participation as fully as if such Lender were the direct creditor of the 
Borrower in the amount of such  participation.   Notwithstanding  the  foregoing, if  any  Lender  
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shall obtain any such excess payment involuntarily, such Lender may, in lieu of purchasing 
participation from the other Lenders in accordance with this Section, on the date of receipt of 
such excess payment, return such excess payment to the Administrative Agent for distribution in 
accordance with Section 4.01(a). 

If and for so long as any Lender shall fail to make any payment required to be 
made by it pursuant to Section 2.02(k), Section 3.03(a) or Section 9.05 then the Administrative 
Agent may, in its discretion and notwithstanding any contrary provision hereof, (i) apply any 
amounts thereafter received by the Administrative Agent for the account of such Lender for the 
benefit of the Administrative Agent and the Fronting Banks to satisfy such Lender’s obligations 
to it or them under such Section until all such unsatisfied obligations are fully paid, and/or (ii) 
hold any such amounts in a segregated account as cash collateral for, and application to, any 
future funding obligations of such Lender under any such Section in any order as determined by 
the Administrative Agent in its discretion.  

Taxes. 

All payments by or on behalf of the Borrower under any Loan Document shall be 
made in accordance with Section 4.01, free and clear of and without deduction for all present or 
future taxes, levies, imposts, deductions, charges or withholdings, and all liabilities with respect 
thereto, excluding, in the case of each Lender, each Fronting Bank and the Administrative Agent, 
taxes imposed on its overall net income, and franchise taxes imposed on it, by the jurisdiction 
under the laws of which such Lender, such Fronting Bank or the Administrative Agent (as the 
case may be) is organized or any political subdivision thereof and, in the case of each Lender, 
taxes imposed on its overall net income, and franchise taxes imposed on it, by the jurisdiction of 
such Lender’s Applicable Lending Office or any political subdivision thereof (all such non-
excluded taxes, levies, imposts, deductions, charges, withholdings and liabilities being 
hereinafter referred to as “Taxes”).  If the Borrower shall be required by law to deduct any Taxes 
from or in respect of any sum payable under any Loan Document to any Lender, any Fronting 
Bank or the Administrative Agent, (i) the sum payable shall be increased as may be necessary so 
that after making all required deductions (including deductions applicable to additional sums 
payable under this Section) such Lender, such Fronting Bank or the Administrative Agent (as the 
case may be) receives an amount equal to the sum it would have received had no such deductions 
been made, (ii) the Borrower shall make such deductions and (iii) the Borrower shall pay the full 
amount deducted to the relevant taxation authority or other authority in accordance with 
applicable law. 

In addition, the Borrower agrees to pay any present or future stamp or 
documentary taxes or any other excise or property taxes, charges or similar levies that arise from 
any payment made by the Borrower under any Loan Document or from the execution, delivery 
or registration of, or otherwise with respect to, any Loan Document (hereinafter referred to as 
“Other Taxes”). 

The Borrower hereby indemnifies each Lender, each Fronting Bank and the 
Administrative Agent for the full amount of Taxes and Other Taxes (including, without 
limitation, any Taxes and any Other Taxes imposed by any jurisdiction on amounts payable 
under this Section) paid by such Lender, such Fronting Bank or the Administrative Agent (as the  
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case may be) and any liability (including penalties, interest and expenses) arising therefrom or 
with respect thereto, whether or not such Taxes or Other Taxes were correctly or legally asserted. 
 A claim for such indemnification shall be set forth in a certificate of such Lender, such Fronting 
Bank or the Administrative Agent (as the case may be) setting forth in reasonable detail the 
amount necessary to indemnify such Person pursuant to this subsection (c) and shall be 
submitted to such Borrower and the Administrative Agent and shall be conclusive and binding 
for all purposes, absent manifest error.  The Borrower shall pay such Lender, such Fronting Bank 
or the Administrative Agent (as the case may be) directly the amount shown as due on any such 
certificate within 30 days after the receipt of same.  If any Taxes or Other Taxes for which a 
Lender, such Fronting Bank or the Administrative Agent has received payments from the 
Borrower hereunder shall be finally determined to have been incorrectly or illegally asserted and 
are refunded to such Lender, such Fronting Bank or the Administrative Agent, such Lender, such 
Fronting Bank or the Administrative Agent, as the case may be, shall promptly forward to the 
Borrower any such refunded amount.  The Borrower’s, the Administrative Agent’s, each 
Fronting Bank’s and each Lender’s obligations under this Section shall survive the payment in 
full of the Outstanding Credits. 

Within 30 days after the date of any payment of Taxes, the Borrower will furnish 
to the Administrative Agent, at its address referred to in Section 10.02, the original or a certified 
copy of a receipt evidencing payment thereof. 

Each Lender that is not incorporated under the laws of the United States of 
America or any state thereof shall, on or prior to the date it becomes a Lender hereunder, deliver 
to the Borrower and the Administrative Agent such certificates, documents or other evidence, as 
required by the Internal Revenue Code of 1986, as amended from time to time (the “Code”), or 
treasury regulations issued pursuant thereto, including Internal Revenue Service Form W-8BEN 
or Form W-8ECI and any other certificate or statement of exemption required by Treasury 
Regulation Section 1.1441-1(a) or Section 1.1441-6(c) or any subsequent version thereof, 
properly completed and duly executed by such Lender establishing that it is (i) not subject to 
withholding under the Code or (ii) totally exempt from United States of America tax under a 
provision of an applicable tax treaty.  Each Lender shall promptly notify the Borrower and the 
Administrative Agent of any change in its Applicable Lending Office and shall deliver to the 
Borrower and the Administrative Agent together with such notice such certificates, documents or 
other evidence referred to in the immediately preceding sentence.  Each Lender will use good 
faith efforts to apprise the Borrower and the Administrative Agent as promptly as practicable of 
any impending change in its tax status that would give rise to any obligation by the Borrower to 
pay any additional amounts pursuant to this Section. Unless the Borrower and the Administrative 
Agent have received forms or other documents satisfactory to them indicating that payments 
under the Loan Documents are not subject to United States of America withholding tax or are 
subject to such tax at a rate reduced by an applicable tax treaty, the Borrower or the 
Administrative Agent shall withhold taxes from such payments at the applicable statutory rate in 
the case of payments to or for any Lender organized under the laws of a jurisdiction outside the 
United States of America.  Each Lender represents and warrants that each such form supplied by 
it to the Administrative Agent and the Borrower pursuant to this Section, and not superseded by 
another form supplied by it, is or will be, as the case may be, complete and accurate. 
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Any Lender claiming any additional amounts payable pursuant to this 
Section shall use reasonable efforts (consistent with legal and regulatory restrictions) to file any 
certificate or document requested by the Borrower or to change the jurisdiction of its Applicable 
Lending Office if the making of such a filing or change would avoid the need for or reduce the 
amount of any such additional amounts that may thereafter accrue and would not, in the sole 
determination of such Lender, be otherwise disadvantageous to such Lender. 

ARTICLE V 
CONDITIONS PRECEDENT 

Conditions Precedent to Effectiveness. 

  The obligations of the Fronting Banks and the Lenders to make Extensions of Credit 
hereunder shall not become effective unless on and as of the date hereof (the “Closing Date”) 
each of the following conditions is satisfied: 

The Administrative Agent shall have received on or before the Closing Date the 
following, each dated the Closing Date, in form and substance satisfactory to the Administrative 
Agent and in sufficient copies for each Fronting Bank and each Bank: 

Counterparts of this Agreement, duly executed by the Borrower, the 
Administrative Agent, each Fronting Bank and each Bank. 

A certificate of the Secretary or Assistant Secretary of the Borrower certifying: 

the names and true signatures of the officers of the Borrower 
authorized to sign the Loan Documents; 

that attached thereto are true and correct copies of: (1) the Declaration 
of Trust of the Borrower, together with all amendments thereto, as in effect on such date; 
(2) the resolutions of the Borrower’s board of trustees approving the execution, delivery 
and performance by the Borrower of the Loan Documents; (3) all documents evidencing 
other necessary organizational or other similar action, if any, with respect to the 
execution, delivery and performance of the Loan Documents by the Borrower; and (4) 
true and correct copies of all Governmental Approvals referred to in clause (i) of the 
definition of “Governmental Approval” required to be obtained by the Borrower in 
connection with the execution, delivery and performance by the Borrower of the Loan 
Documents; and 

that the resolutions referred to in clause (B)(2) above have not been 
modified, revoked or rescinded and are in full force and effect on such date. 

A certificate signed by the Treasurer or Assistant Treasurer of the Borrower, 
certifying as to:  

the delivery to each Fronting Bank and each of the Banks, prior to the 
Closing Date, of true, correct and complete copies (other than exhibits thereto) of all of 
the Disclosure Documents; and  
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the absence of any material adverse change in the business, condition 
(financial or otherwise), operations, properties or prospects of the Borrower or the 
Borrower and its Principal Subsidiaries, taken as a whole, since December 31, 2009, 
except as disclosed in the Disclosure Documents. 

A certificate of a duly authorized officer of the Borrower stating that (i) the 
representations and warranties of the Borrower contained in Section 6.01 are correct, in all 
material respects, on and as of the Closing Date before and after giving effect to any Extensions 
of Credit to be made on such date and the application of the proceeds thereof, and (ii) no event 
has occurred and is continuing that constitutes an Event of Default or Unmatured Default, or 
would result from such initial Extensions of Credit or the application of the proceeds thereof. 

Such financial, business and other information regarding the Borrower and its 
Principal Subsidiaries, as any Fronting Bank or any Bank shall have reasonably requested. 

Favorable opinions of: 

Jeffrey C. Miller, Assistant General Counsel of NUSCO, in 
substantially the form of Exhibit 5.01A hereto, and of such other counsel as relied upon 
therein; and as to such other matters any Fronting Bank or any Bank may reasonably 
request; and 

King & Spalding LLP, special New York counsel to the 
Administrative Agent, in substantially the form of Exhibit 5.01B hereto and as to such 
other matters as any Fronting Bank or any Bank may reasonably request. 

The Administrative Agent shall have received evidence satisfactory to it of the 
termination of the commitments under the Existing Credit Agreement and the payment of all 
obligations owing thereunder (except for any obligations that, by their terms, survive the 
termination of such commitments). 

All fees and other amounts payable pursuant to Section 2.03 or pursuant to the 
Fee Letters shall have been paid (to the extent then due and payable). 

The Administrative Agent shall have received such other approvals, opinions and 
documents as any Fronting Bank or the Majority Lenders, through the Administrative Agent, 
shall have reasonably requested as to the legality, validity, binding effect or enforceability of this 
Agreement or the financial condition, operations, properties or prospects of the Borrower and its 
Principal Subsidiaries. 

Conditions Precedent to All Extensions of Credit. 

  The obligation of each Fronting Bank and each Lender to make any Extension of Credit, 
including the initial Extension of Credit, shall be subject to the conditions precedent that, on the 
date of such Extension of Credit and after giving effect thereto: 

the following statements shall be true (and each of the giving of the applicable 
Notice of Borrowing or Letter of Credit Request with respect to such Extension of Credit and the 
acceptance of  the proceeds of such Extension of Credit  by  the Borrower or  the acceptance of a 
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Letter of Credit by the Beneficiary thereof, as the case may be, shall constitute a representation 
and warranty by the Borrower that on the date of such Extension of Credit such statements are 
true): 

the representations and warranties of the Borrower contained in Section 6.01 of 
this Agreement (other than those set forth in Section 6.01(g) and the last sentence of Section 6.01
(f)) are correct, in all material respects, on and as of the date of such Extension of Credit, before 
and after giving effect to such Extension of Credit and to the application of the proceeds 
therefrom, as though made on and as of such date; 

no Event of Default or Unmatured Default has occurred and is continuing on or as 
of the date of such Extension of Credit or would result from such Extension of Credit or from the 
application of the proceeds thereof;  

the making of such Extension of Credit, when aggregated with all other 
Outstanding Credits, would not cause the aggregate amount of Outstanding Credits to exceed the 
Total Commitment; and 

if such Extension of Credit is the issuance of a Letter of Credit, the Stated 
Amount thereof, when aggregated with (A) the Stated Amount of each other Letter of Credit that 
is outstanding or with respect to which a Letter of Credit Request has been received and (B) the 
outstanding Reimbursement Obligations, would not exceed the L/C Commitment Amount; and 

the Borrower shall have furnished to the Administrative Agent such other 
approvals, opinions or documents as any Fronting Bank or any Lender may reasonably request 
through the Administrative Agent as to the legality, validity, binding effect or enforceability of 
any Loan Document. 

Reliance on Certificates. 

  Each Fronting Bank, each Lender and the Administrative Agent shall be entitled to rely 
conclusively upon the certificates delivered from time to time by officers of the Borrower as to 
the names, incumbency, authority and signatures of the respective persons named therein until 
such time as the Administrative Agent may receive a replacement certificate, in form acceptable 
to the Administrative Agent, from an officer of the Borrower identified to the Administrative 
Agent as having authority to deliver such certificate, setting forth the names and true signatures 
of the officers and other representatives of the Borrower thereafter authorized to act on behalf of 
the Borrower and, in all cases, such Fronting Bank, the Lenders and the Administrative Agent 
may rely on the information set forth in any such certificate. 

ARTICLE VI 
REPRESENTATIONS AND WARRANTIES 

Representations and Warranties of the Borrower. 

  The Borrower represents and warrants as follows: 

 
The  Borrower  is a  voluntary association  organized under  a  Declaration  of  Trust,  and each 
of its Principal  Subsidiaries  is  a  corporation,  in  each  case  duly  organized,  validly  
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existing and in good standing under the laws of the jurisdiction of its organization, has the 
requisite corporate power (or in the case of the Borrower, power under its Declaration of Trust) 
and authority to own its property and assets and to carry on its business as now conducted and is 
qualified to do business in every jurisdiction where, because of the nature of its business or 
property, such qualification is required, except where the failure so to qualify would not have a 
material adverse effect on the financial condition, properties, prospects or operations of the 
Borrower or of the Borrower and its Principal Subsidiaries taken as a whole.  The Borrower has 
the requisite power to execute, deliver and perform its obligations under the Loan Documents 
and to borrow hereunder. 

The execution, delivery and performance of the Loan Documents by the Borrower 
are within the Borrower’s powers under its Declaration or Trust, have been duly authorized by 
all necessary action under its Declaration of Trust and applicable law, and do not and will not 
contravene (i) the Borrower’s Declaration of Trust or any law or legal restriction or (ii)  any 
contractual restriction binding on or affecting the Borrower or its properties or its Principal 
Subsidiaries or their respective properties. 

Except as disclosed in the Disclosure Documents, neither the Borrower nor any of 
its Principal Subsidiaries is in violation of any law or in default with respect to any judgment, 
writ, injunction, decree, rule or regulation (including any of the foregoing relating to 
environmental laws and regulations) of any court or governmental agency or instrumentality 
where such violation or default would reasonably be expected to have a material adverse effect 
on the financial condition, properties, prospects or operations of the Borrower or of the Borrower 
and its Principal Subsidiaries, taken as a whole. 

All Governmental Approvals referred to in clause (i) of the definition of 
“Governmental Approval” have been duly obtained or made and are in full force and effect, and 
all applicable periods of time for review, rehearing or appeal with respect thereto have expired. 
 The Borrower and each Subsidiary thereof has obtained or made all Governmental Approvals 
referred to in clause (ii) of the definition of “Governmental Approval”, except (A) those that are 
not yet required but that are obtainable in the ordinary course of business as and when required, 
(B) those the absence of which would not materially adversely affect the financial condition, 
properties, prospects or operations of the Borrower or of the Borrower and its Principal 
Subsidiaries, taken as a whole, and (C) those that the Borrower or any such Subsidiary, as the 
case may be, is diligently attempting in good faith to obtain, renew or extend, or the requirement 
for which the Borrower or any such Subsidiary, as the case may be, is contesting in good faith by 
appropriate proceedings or by other appropriate means, in each case described in clause (C) 
above, except as is disclosed in the Disclosure Documents, such attempt or contest, and any 
delay resulting therefrom, is not reasonably expected to have a material adverse effect on the 
financial condition, properties, prospects or operations of the Borrower or of the Borrower and 
its Principal Subsidiaries, taken as a whole, or to magnify to any significant degree any such 
material adverse effect that would reasonably be expected to result from the absence of such 
Governmental Approval. 

The Loan Documents are legal, valid and binding obligations of the Borrower 
enforceable against the Borrower in accordance with their respective terms; subject to the 
qualification, however,  that  the  enforcement  of  the rights  and  remedies herein and  therein  is 
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subject to bankruptcy and other similar laws of general application affecting rights and remedies 
of creditors and the application of general principles of equity (regardless of whether considered 
in a proceeding in equity or at law). 

The Financial Statements, copies of which have been provided to the 
Administrative Agent, each Fronting Bank and each Bank, fairly present in all material respects 
the consolidated financial condition and results of operations of the Borrower and each of its 
Principal Subsidiaries at and for the period ended on the dates thereof, and have been prepared in 
accordance with generally accepted accounting principles consistently applied.  Since December 
31, 2009, there has been no material adverse change in the consolidated financial condition, 
operations, properties or prospects of the Borrower or of the Borrower and its Principal 
Subsidiaries, taken as a whole, except as disclosed in the Disclosure Documents. 

There is no pending or known threatened litigation, investigation, action or 
proceeding (including, without limitation, any action or proceeding relating to any environmental 
protection laws or regulations) affecting the Borrower, any Principal Subsidiary thereof or any of 
their respective properties, before any court, governmental agency or arbitrator (i) that affects or 
purports to affect the legality, validity or enforceability of any Loan Document or (ii) as to which 
there is a reasonable possibility of an adverse determination and that, if adversely determined, 
would materially adversely affect the financial condition, properties, prospects or results of 
operations of the Borrower or of the Borrower and its Principal Subsidiaries, taken as a whole, 
except, for purposes of this clause (ii) only, such as is described in the Disclosure Documents or 
in Schedule II hereto. 

No ERISA Plan Termination Event has occurred nor is reasonably expected to 
occur with respect to any ERISA Plan or any ERISA Multiemployer Plan that would materially 
adversely affect the financial condition, properties, prospects or operations of the Borrower or of 
the Borrower and its Principal Subsidiaries, taken as a whole, except as disclosed to the Lenders 
and consented to by the Majority Lenders in writing.  Since the date of the most recent Schedule 
B (Actuarial Information) to the annual report of each such ERISA Plan (Form 5500 Series), (i) 
there has been no material adverse change in the funding status of the ERISA Plans referred to 
therein, and (ii) no “prohibited transaction” (as defined in Section 4975 of the Internal Revenue 
Code of 1986, as amended, and in ERISA) has occurred with respect thereto that, singly or in the 
aggregate with all other “prohibited transactions” and, in the case of each of clauses (i) and (ii) 
hereof, after giving effect to all likely consequences thereof, would be reasonably expected to 
have a material adverse effect on the financial condition, properties, prospects or operations of 
the Borrower or of the Borrower and its Principal Subsidiaries, taken as a whole.  Neither the 
Borrower nor any of its ERISA Affiliates has incurred nor reasonably expects to incur any 
material withdrawal liability under ERISA to any ERISA Multiemployer Plan, except as 
disclosed to and consented by the Majority Lenders in writing.   

The Borrower and each Principal Subsidiary thereof has good and marketable title 
(or, in the case of personal property, valid title) or valid leasehold interests in its assets, except 
for (i) minor defects in title that do not materially interfere with the ability of the Borrower or 
such Principal Subsidiary to conduct its business as now conducted and (ii) other defects that, 
either individually or in the aggregate, do not materially adversely affect the financial condition, 
properties,  prospects  or operations  of   the  Borrower  or   of  the  Borrower  and  its  Principal  
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Subsidiaries, taken as a whole.  All such assets and properties are free and clear of any Lien, 
other than Liens permitted under Section 7.02(a).  No Liens exist on the stock of CL&P, 
WMECO, PSNH or Yankee. 

All outstanding shares of capital stock having ordinary voting power for the 
election of directors of each Principal Subsidiary have been validly issued and are fully paid and 
nonassessable and are owned beneficially by NU, free and clear of any Lien.   

The Borrower and each of its Principal Subsidiaries has filed all tax returns 
(Federal, state and local) required to be filed and paid taxes shown thereon to be due, including 
interest and penalties, or, to the extent the Borrower or such Principal Subsidiary is contesting in 
good faith an assertion of liability based on such returns, has provided adequate reserves in 
accordance with generally accepted accounting principles for payment thereof. 

No exhibit, schedule, report or other written information provided by or on behalf 
of the Borrower or its agents to the Administrative Agent, any Fronting Bank or the Banks in 
connection with the negotiation, execution and closing of the Loan Documents (including, 
without limitation, the Financial Statements and the Information Memorandum (but excluding 
the projections contained in the Information Memorandum)) knowingly contained when made 
any material misstatement of fact or knowingly omitted to state any material fact necessary to 
make the statements contained therein not misleading in light of the circumstances under which 
they were made.  Except as has been disclosed to the Administrative Agent, each Fronting Bank 
and each Bank, the projections delivered concurrently with the Information Memorandum were 
prepared in good faith on the basis of assumptions reasonable as of the date of the Information 
Memorandum, it being understood that such projections do not constitute a warranty or binding 
assurance of future performance.  As of the date of this Agreement, except as has been disclosed 
to the Administrative Agent, each Fronting Bank and each Bank, nothing has come to the 
attention of the responsible officers of the Borrower that would indicate that any of such 
assumptions, to the extent material to such projections, has ceased to be reasonable in light of 
subsequent developments or events.   

All proceeds of the Advances shall be used (i) for the general corporate purposes 
of the Borrower, including to provide liquidity support for the Borrower’s commercial paper, and 
(ii) to provide liquidity to the NU System Money Pool.  The Letters of Credit shall be used for 
the general corporate purposes of the Borrower and its Subsidiaries.  No proceeds of any 
Advance will be used in violation of, or in any manner that would result in a violation by any 
party hereto of, Regulation T, U or X promulgated by the Board of Governors of the Federal 
Reserve System or any successor regulations.  Neither the Borrower nor any Subsidiary thereof 
(A) is an “investment company” within the meaning ascribed to that term in the Investment 
Company Act of 1940 and (B) is engaged in the business of extending credit for the purpose of 
buying or carrying margin stock. 

The Borrower and each Principal Subsidiary thereof has obtained the insurance 
specified in Section 7.01(c) and the same is in full force and effect. 

(i) The assets, at a fair valuation, of the Borrower exceed its debts; (ii) the 
Borrower has not incurred  and does not  intend to incur, and does not  believe that it will  incur,  
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debts beyond its ability to pay such debts as such debts mature; and (iii) the Borrower will have 
sufficient capital with which to conduct its business.  As used in this paragraph, “debt” means 
any liability on a claim, and “claim” means (A) any right to payment from such person, whether 
or not such a right is reduced to judgment against such person, liquidated, unliquidated, fixed, 
contingent, matured, unmatured, disputed, undisputed, legal, equitable, secured or unsecured or 
(B) any right to an equitable remedy for breach of performance by such person if such breach 
gives rise to a payment from such person, whether or not such right to an equitable remedy is 
reduced to judgment against such person, whether fixed, contingent, matured, unmatured, 
disputed, undisputed, secured or unsecured.  The amount of unliquidated, contingent, unmatured 
or disputed liabilities of any person at any time shall be computed as the amount that, in the light 
of all the facts and circumstances existing at such time, represents the amount that can 
reasonably be expected to become an actual or matured liability. 

ARTICLE VII 
COVENANTS 

Affirmative Covenants. 

  On and after the date hereof, so long as any obligation hereunder shall remain unpaid or 
any Lender shall have any Commitment hereunder, the Borrower shall, unless the Majority 
Lenders shall otherwise consent in writing: 

Use of Proceeds.  Apply the proceeds of each Advance, and use, and cause its 
Subsidiaries to use, the Letters of Credit, solely as specified in Section 6.01(m). 

Payment of Taxes, Etc.  Pay and discharge, and cause each of its Principal 
Subsidiaries to pay and discharge, before the same shall become delinquent, all taxes, 
assessments and governmental charges, royalties or levies imposed upon it or upon its property 
except to the extent the Borrower or such Principal Subsidiary is contesting the same in good 
faith by appropriate proceedings and has set aside adequate reserves in accordance with 
generally accepted accounting principles for the payment thereof. 

Maintenance of Insurance.  Maintain or cause to be maintained, and cause each 
of its Principal Subsidiaries to maintain or cause to be maintained, insurance (including 
appropriate plans of self-insurance) covering the Borrower, the Principal Subsidiaries and their 
respective properties, in effect at all times in such amounts and covering such risks as may be 
required by law and, in addition, as is usually carried by companies engaged in similar 
businesses and owning similar properties as the Borrower and such Principal Subsidiaries. 

Preservation of Existence, Etc.  Except as permitted by Section 7.02(b), preserve 
and maintain, and cause each of its Principal Subsidiaries to preserve and maintain, its existence, 
corporate or otherwise, material rights (statutory and otherwise) and franchises except where the 
failure to maintain and preserve such rights and franchises would not materially adversely affect 
the financial condition, properties, prospects or operations of the Borrower or of the Borrower 
and its Principal Subsidiaries, taken as a whole. 

Compliance with Laws, Etc.  Comply, and cause each of its Principal 
Subsidiaries to comply, in all material respects with the requirements of all applicable laws, 
rules, regulations and orders of any governmental authority, including, without limitation, any 
such laws, rules,  
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regulations and orders issued by the Securities and Exchange Commission or relating to zoning, 
environmental protection, use and disposal of Hazardous Substances, land use, construction and 
building restrictions, ERISA and employee safety and health matters relating to business 
operations, except to the extent (i) that the Borrower or any such Principal Subsidiary is 
contesting the same in good faith by appropriate proceedings or (ii) that any such non-
compliance, and the enforcement or correction thereof, would not materially adversely affect the 
financial condition, properties, prospects or operations of the Borrower or of the Borrower and 
its Principal Subsidiaries, taken as a whole. 

Inspection Rights.  At any time and from time to time upon reasonable notice, 
permit, and cause each of its Principal Subsidiaries to permit, the Administrative Agent and its 
agents and representatives to examine and make copies of and abstracts from the records and 
books of account of, and the properties of, the Borrower and each Principal Subsidiary and to 
discuss the affairs, finances and accounts of the Borrower and each Principal Subsidiary (i) with 
the Borrower, each Principal Subsidiary and their respective officers and directors and (ii) with 
the consent of the Borrower and/or its Principal Subsidiaries, as the case may be (which consent 
shall not be unreasonably withheld or delayed), with the accountants of the Borrower or any such 
Principal Subsidiary. 

Keeping of Books.  Keep, and cause each Principal Subsidiary to keep, proper 
records and books of account, in which full and correct entries shall be made of all financial 
transactions of the Borrower and each Principal Subsidiary and the assets and business of the 
Borrower and each Principal Subsidiary, in accordance with generally accepted accounting 
practices consistently applied. 

Conduct of Business.  Except as permitted by Section 7.02(b), conduct, and cause 
each Principal Subsidiary to conduct, its primary business in substantially the same manner and 
in substantially the same fields as such business is conducted on the date hereof. 

Maintenance of Properties, Etc.  As to properties of the type described in 
Section 6.01(i), maintain, and cause each Principal Subsidiary to maintain, title of the quality 
described therein and preserve, maintain, develop, and operate, and cause each Principal 
Subsidiary to preserve, maintain, develop and operate, in substantial conformity with all laws, 
material contractual obligations and prudent practices prevailing in the industry, all of its 
properties that are used or useful in the conduct of its businesses in good working order and 
condition, ordinary wear and tear excepted, except (A) as permitted by Section 7.02(b), (B) as 
disclosed in the Disclosure Documents or otherwise in writing to the Administrative Agent, each 
Fronting Bank and the Lenders on or prior to the date hereof, and (C) to the extent such non-
conformity would not materially adversely affect the financial condition, properties, prospects or 
operations of the Borrower or of the Borrower and its Principal Subsidiaries, taken as a whole; 
provided, however, that neither the Borrower nor any Principal Subsidiary will be prevented 
from discontinuing the operation and maintenance of any such properties if such discontinuance 
is, in the judgment of the Borrower or such Principal Subsidiary, desirable in the operation or 
maintenance of its business and would not materially adversely affect the financial condition, 
properties, prospects or operations of the Borrower or of the Borrower and its Principal 
Subsidiaries, taken as a whole. 
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Governmental Approvals.  Duly obtain, and cause each Principal Subsidiary to 
duly obtain, on or prior to such date as the same may become legally required, and thereafter 
maintain, and cause each Principal Subsidiary to maintain, in effect at all times, all 
Governmental Approvals on its part to be obtained, except in the case of those Governmental 
Approvals referred to in clause (ii) of the definition of “Governmental Approval”, (i) those the 
absence of which would not materially adversely affect the financial condition, properties, 
prospects or operations of the Borrower or of the Borrower and its Principal Subsidiaries, taken 
as a whole, and (ii) those that the Borrower or such Principal Subsidiary is diligently attempting 
in good faith to obtain, renew or extend, or the requirement for which the Borrower or such 
Principal Subsidiary is contesting in good faith by appropriate proceedings or by other 
appropriate means; provided, however, that the exception afforded by clause (ii), above, shall be 
available only if and for so long as such attempt or contest, and any delay resulting therefrom, 
does not have a material adverse effect on the financial condition, properties, prospects or 
operations of the Borrower or of the Borrower and its Principal Subsidiaries, taken as a whole, 
and does not magnify to any significant degree any such material adverse effect that would 
reasonably be expected to result from the absence of such Governmental Approval. 

Further Assurances.  Promptly execute and deliver all further instruments and 
documents, and take all further action, that may be necessary or that any Lender or any Fronting 
Bank through the Administrative Agent may reasonably request in order to fully give effect to 
the interests and properties purported to be covered by the Loan Documents. 

Negative Covenants. 

  On and after the date hereof, and so long as any obligation hereunder shall remain 
unpaid or any Lender shall have any Commitment hereunder, the Borrower shall not, or permit 
any Principal Subsidiary to, without the written consent of the Majority Lenders: 

Liens, Etc.  Create incur, assume or suffer to exist any Lien upon any of its 
properties or assets (including the stock of its Subsidiaries), whether now owned or hereafter 
acquired, except: 

any Liens existing on the date hereof; 

Liens created by the First Mortgage Indentures, so long as by the terms thereof no 
“event of default” (howsoever designated) in respect of any bonds issued thereunder will arise 
upon the occurrence of an Unmatured Default or Event of Default hereunder;  

with respect to any Principal Subsidiary, “Permitted Liens” or “Permitted 
Encumbrances” under the First Mortgage Indenture to which such Principal Subsidiary is a party, 
in each case to the extent such Liens do not secure Debt of such Principal Subsidiary; 

any purchase money Lien or construction mortgage on assets hereafter acquired 
or constructed by the Borrower or any Principal Subsidiary and any Lien on any assets existing 
at the time of acquisition thereof by the Borrower or such Principal Subsidiary or created within 
180 days from the date of completion of such acquisition or construction; provided that, such 
Lien shall at all times be confined solely to the assets so acquired or constructed and any 
additions thereto; 
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any existing Liens on assets now owned by the Borrower or any Principal 
Subsidiary and Liens existing on assets of a corporation or other going concern when it is 
merged into or with the Borrower or such Principal Subsidiary or when substantially all of its 
assets are acquired by the Borrower or such Principal Subsidiary; provided that such Liens shall 
at all times be confined solely to such assets, or if such assets constitute a utility system, 
additions to or substitutions for such assets; 

Liens resulting from legal proceedings being contested in good faith by 
appropriate legal or administrative proceedings by the Borrower or any Principal Subsidiary, and 
as to which the Borrower or such Principal Subsidiary, to the extent required by generally 
accepted accounting principles applied on a consistent basis, shall have set aside on its books 
adequate reserves; 

Liens created in favor of the other contracting party in connection with advance or 
progress payments; 

any Liens in favor of any state of the United States or any political subdivision of 
any such state, or any agency of any such state or political subdivisions, or trustee acting on 
behalf of holders of obligations issued by any of the foregoing or any financial institutions 
lending to or purchasing obligations of any of the foregoing, which Lien is created or assumed 
for the purpose of financing all or part of the cost of acquiring or constructing the property 
subject thereto; 

Liens resulting from conditional sale agreements, capital leases or other title 
retention agreements;  

with respect to pollution control bond financings, Liens on funds, accounts and 
other similar intangibles of the Borrower or any Principal Subsidiary created or arising under the 
relevant indenture, pledges of the related loan agreement with the relevant issuing authority and 
pledges of the Borrower’s or such Principal Subsidiary’s interest, if any, in any bonds issued 
pursuant to such financings to a letter of credit bank or bond issuer or similar credit enhancer; 

Liens granted on accounts receivable and Regulatory Assets in connection with 
financing transactions, whether denominated as sales or borrowings; 

Liens on the assets of, the stock issued by or other equity of, any Subsidiary of the 
Borrower created to hold generating or transmission assets if such Liens are created to secure 
Debt that is nonrecourse to the Borrower and is incurred to acquire, construct or otherwise 
develop such generating or transmission assets; 

Liens created to secure Debt of a transmission company Subsidiary of the 
Borrower with respect to assets transferred to such transmission company by another Subsidiary 
of the Borrower; 

any other Liens incurred in the ordinary course of business otherwise than to 
secure Debt;  
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any extension, renewal or replacement of Liens permitted by clauses (i), (iii) 
through (v) and (vii) through (xiii); provided, however, that the principal amount of Debt secured 
thereby shall not, at the time of such extension, renewal or replacement, exceed the principal 
amount of Debt so secured and that such extension, renewal or replacement shall be limited to all 
or a part of the property that secured the Lien so extended, renewed or replaced or to other 
property of no greater value than the property that secured the Lien so extended, renewed or 
replaced; and 

Liens created under any Loan Document. 

Mergers, Sales of Assets, Etc.  Merge with or into or consolidate with or into, any 
Person, or sell, transfer, convey, lease or otherwise dispose of all or any substantial part of its 
assets or the capital stock of any Principal Subsidiary; except for the following, and then only 
after receipt of all necessary corporate and governmental or regulatory approvals and provided
that, before and after giving effect to any such merger, consolidation, sale, transfer, conveyance, 
lease or other disposition, no Event of Default or Unmatured Default shall have occurred and be 
continuing: 

Subsidiaries of NU may merge with or consolidate into (x) wholly-owned 
Subsidiaries of NU so long as, in any such case, the wholly-owned Subsidiary is the survivor and 
(y) NU so long as NU is the survivor; 

NU or any Principal Subsidiary of NU may merge with or consolidate into a 
Person that is not an Affiliate of NU so long as (1) NU or such Principal Subsidiary is the 
survivor of such merger or consolidation, (2) NU demonstrates pro forma compliance with the 
financial covenants set forth in Section 7.03, and (3) NU’s indicative senior unsecured non-credit 
enhanced long-term debt ratings from S&P and Moody’s in contemplation of such merger or 
consolidation, and NU’s actual senior unsecured non-credit enhanced long-term debt ratings 
from S&P and Moody’s following any such merger or consolidation, remain at or above the 
levels established immediately prior to the merger or consolidation; 

any Principal Subsidiary may sell, lease, transfer or otherwise dispose of 
transmission assets (1) to another Subsidiary of NU on such basis as permitted by the appropriate 
regulatory authorities or (2) to any Person on such basis as required by the appropriate regulatory 
authorities;  

NU or any Principal Subsidiary may sell, lease, transfer, convey or otherwise 
dispose of assets or security to any Principal Subsidiary or to NU; and 

the Borrower or any Principal Subsidiary may sell its assets in the ordinary course 
of business on customary terms and conditions, including any sale of accounts receivable on 
reasonable commercial terms (including a commercially reasonable discount) to obtain funding 
for any Principal Subsidiary. 

For purposes of this subsection (b), any sale of assets by the Borrower or any Principal 
Subsidiary (in one or a series of transactions) will be deemed to be a “substantial part” of its 
assets if (i) the book value of such assets exceeds 15% of the total book value of the assets (net 
of  Regulatory Assets)  of such Person, as reflected in the most recent financial statements of the  
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Borrower or such Principal Subsidiary delivered to the Administrative Agent pursuant to Section 
7.04 (or, if no such financial statements have been delivered to the Administrative Agent as of 
the relevant date of determination, the Financial Statements of such Person), or (ii) the gross 
revenue associated with such assets accounts for more than 15% of the total gross revenue of the 
Borrower or such Principal Subsidiary for the four proceeding fiscal quarters, as reflected in the 
most recent financial statements of the Borrower or such Principal Subsidiary delivered to the 
Administrative Agent pursuant to Section 7.04 (or, if no such financial statements have been 
delivered to the Administrative Agent as of the relevant date of determination, the Financial 
Statements of such Person).  Notwithstanding anything to the contrary in this Section 7.02(b), the 
Borrower agrees that it will not, and will not cause or permit any of its Principal Subsidiaries to, 
except in accordance with one or more restructuring plans approved by the appropriate 
regulatory authorities, sell, transfer or otherwise dispose of (by lease or otherwise, and whether 
in one or a series of related transactions), except to NU or a Principal Subsidiary, any portion of 
its generation, transmission or distribution assets in excess of 15% of the net utility plant assets 
of the Borrower and its Principal Subsidiaries, taken as a whole, in each case as determined on a 
cumulative basis from the date of this Agreement through the Termination Date by reference to 
the published balance sheets of the Borrower and its Principal Subsidiaries. 

Compliance with ERISA.  (i)  Terminate, or permit any of its ERISA Affiliates to 
terminate, any ERISA Plan so as to result in any liability of the Borrower or any Principal 
Subsidiary to the PBGC in an amount greater than $1,000,000, or (ii) permit to exist any 
occurrence of any Reportable Event (as defined in Title IV of ERISA) which, alone or together 
with any other Reportable Event with respect to the same or another ERISA Plan, has a 
reasonable possibility of resulting in liability of the Borrower or any Principal Subsidiary to the 
PBGC in an aggregate amount exceeding $1,000,000, or any other event or condition that 
presents a material risk of such a termination by the PBGC of any ERISA Plan or has a 
reasonable possibility of resulting in a liability of the Borrower or any Principal Subsidiary to the 
PBGC or an ERISA Multiemployer Plan in an aggregate amount exceeding $1,000,000 

Transactions with Affiliates.  Engage in any transaction with any Affiliate except 
in accordance with the Federal Power Act and the rules of the FERC or state utility commissions, 
in each case, to the extent applicable thereto and (iii) on terms no less favorable to the Borrower 
or the Principal Subsidiary party thereto than if the transaction had been negotiated in good faith 
on an arms-length basis with a non-Affiliate and on commercially reasonable terms or pursuant 
to a binding agreement in effect on the date hereof. 

Interests in Nuclear Plants.  Acquire any nuclear plant or any interest therein not 
held on the date hereof, other than so called “power entitlements” acquired for use in the 
ordinary course of business. 

Financing Agreements.  With respect to the Borrower only, permit any Principal 
Subsidiary to enter into any agreement, contract, indenture or similar obligation, or issue any 
security (all of the foregoing being referred to as “Financing Agreements”), that is not in effect 
on the date hereof, or amend or modify any existing Financing Agreement, if the effect of such 
Financing Agreement (or amendment or modification thereof) is to impose any additional 
restriction not in effect on the date hereof on the ability of such Principal Subsidiary to pay 
dividends  to  the  Borrower;  provided, that  the  foregoing  shall  not  restrict  the  right  of  any  
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Subsidiary of the Borrower created to hold generating or transmission assets, to enter into any 
such Financing Agreement in connection with the incurrence of Debt that is nonrecourse to the 
Borrower and is incurred to acquire, construct or otherwise develop generating or transmission 
assets. 

Financial Covenant. 

  So long as any obligation hereunder shall remain unpaid or any Lender shall have any 
Commitment hereunder, the Borrower shall, unless the Majority Lenders shall otherwise consent 
in writing, maintain a ratio of Consolidated Debt to Total Capitalization of no more than 0.65 to 
1.00, as of the end of each Fiscal Quarter. 

Reporting Obligations. 

  So long as any obligation hereunder shall remain unpaid or any Lender shall have any 
Commitment hereunder, the Borrower shall, unless the Majority Lenders shall otherwise consent 
in writing, furnish or cause to be furnished to the Administrative Agent in sufficient copies for 
each Lender, the following: 

as soon as possible and in any event within ten days after the occurrence of each 
Event of Default or Unmatured Default continuing on the date of such statement, a statement of 
the Chief Financial Officer, Treasurer or Assistant Treasurer of the Borrower setting forth details 
of such Event of Default or Unmatured Default and the action that the Borrower proposes to take 
with respect thereto; 

as soon as available, and in any event within fifty (50) days after the end 
of each of the first three Fiscal Quarters of each Fiscal Year of the Borrower, a copy of the 
Borrower’s and each of its Principal Subsidiary’s Quarterly Reports on Form 10-Q (if such 
Principal Subsidiary is required to file such report with the U.S. Securities and Exchange 
Commission pursuant to Sections 13 or 15 of the U.S. Securities Exchange Act of 1934, as 
amended) submitted to the Securities and Exchange Commission with respect to such quarter, 
and, with respect to Yankee and any other Principal Subsidiary that is not required to, or ceases 
to be required to submit such report, consolidated balance sheets of Yankee and such other 
Principal Subsidiary, as of the end of such Fiscal Quarter and consolidated statements of income 
and retained earnings and of cash flows of such Person for the period commencing at the end of 
the previous Fiscal Year and ending with the end of such Fiscal Quarter, all in reasonable detail 
and duly certified (subject to year-end audit adjustments) by the Chief Financial Officer, 
Treasurer, Assistant Treasurer or Comptroller of the Borrower as having been prepared in 
accordance with generally accepted accounting principles consistent with those applied in the 
preparation of the Financial Statements; and 

concurrently with the delivery of the financial statements described in clause (i) 
above, a certificate of the Chief Financial Officer, Treasurer, Assistant Treasurer or Comptroller 
of the Borrower:  

to the effect that such financial statements were prepared in 
accordance with generally accepted accounting principles consistent with those applied in 
the preparation of the Financial Statements,  

stating that no Event of Default or Unmatured Default has occurred 
and  is continuing or, if  an  Event of Default  or  Unmatured Default  has occurred and is  
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continuing, describing the nature thereof and the action that the Borrower proposes to 
take with respect thereto, and  

demonstrating the Borrower’s compliance with the covenant set forth 
in Section 7.03, for and as of the end of such Fiscal Quarter, in each case such 
demonstration to be in form satisfactory to the Administrative Agent and to set forth in 
reasonable detail the computations used in determining such compliance; 

(2)  as soon as available, and in any event within 105 days after the end of each 
Fiscal Year of the Borrower, a copy of the Borrower’s and each of its Principal Subsidiary’s 
Annual Reports on Form 10-K (if such Principal Subsidiary is required to file such report with 
the U.S. Securities and Exchange Commission pursuant to Sections 13 or 15 of the U.S. 
Securities Exchange Act of 1934, as amended) submitted to the Securities and Exchange 
Commission with respect to such Fiscal Year, and, with respect to Yankee and any other 
Principal Subsidiary that is not required to, or ceases to be required to submit such report, a copy 
of the annual audit report for such year for Yankee and such other Principal Subsidiary, 
including therein consolidated balance sheets of such Person as of the end of such Fiscal Year 
and consolidated statements of income and retained earnings and of cash flows of such Person, 
for such Fiscal Year, all in reasonable detail and certified by a nationally-recognized independent 
public accountant; and 

concurrently with the delivery of the financial statements described in clause (i) 
above, a certificate of the Chief Financial Officer, Treasurer, Assistant Treasurer or Comptroller 
of the Borrower:  

to the effect that such financial statements were prepared in 
accordance with generally accepted accounting principles consistent with those applied in 
the preparation of the Financial Statements, and  

stating that no Event of Default or Unmatured Default has occurred 
and is continuing, or if an Event of Default or Unmatured Default has occurred and is 
continuing, describing the nature thereof and the action that the Borrower proposes to 
take with respect thereto, and  

demonstrating the Borrower’s compliance with the covenant set forth 
in Section 7.03, for and as of the end of such Fiscal Year, in each case such 
demonstration to be in form satisfactory to the Administrative Agent and to set forth in 
reasonable detail the computations used in determining such compliance; 

upon the reasonable request of the Administrative Agent, but not more than once 
per Fiscal Quarter, copies of any or all filings or registrations with, or notices or reports to, any 
regulatory authority by the Borrower or any Principal Subsidiary; 

as soon as possible and in any event (i) within 30 days after the Chief Financial 
Officer, Treasurer or any Assistant Treasurer of the Borrower knows or has reason to know that 
any ERISA Plan Termination Event described in clause (i) of the definition of “ERISA Plan 
Termination Event” with respect to any ERISA Plan or ERISA Multiemployer Plan has occurred 
and (ii) within 10 days after  the Borrower  knows or has reason to know that  any  other  ERISA 
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Plan Termination Event with respect to any ERISA Plan or ERISA Multiemployer Plan has 
occurred, a statement of the Chief Financial Officer, Treasurer or Assistant Treasurer of the 
Borrower describing such ERISA Plan Termination Event and the action, if any, which the 
Borrower proposes to take with respect thereto; 

promptly after receipt thereof by the Borrower or any of its ERISA Affiliates 
from the PBGC, copies of each notice received by the Borrower or any such ERISA Affiliate of 
the PBGC’s intention to terminate any ERISA Plan or ERISA Multiemployer Plan or to have a 
trustee appointed to administer any ERISA Plan or ERISA Multiemployer Plan; 

promptly after receipt thereof by the Borrower or any of its ERISA Affiliates 
from an ERISA Multiemployer Plan sponsor, a copy of each notice received by the Borrower or 
any of its ERISA Affiliates concerning the imposition or amount of withdrawal liability in an 
aggregate principal amount of at least $10,000,000 pursuant to Section 4202 of ERISA in respect 
of which the Borrower may be liable;  

promptly after the Borrower becomes aware of the commencement thereof, notice 
of all actions, suits, proceedings or other events of the type described in Section 6.01(g) 
(including, without limitation, any action or proceeding relating to any environmental protection 
laws or regulations); 

promptly after the filing thereof, copies of each prospectus (excluding any 
prospectus contained in any Form S-8), Current Report on Form 8-K that the Borrower or any 
Principal Subsidiary files with the Securities and Exchange Commission or any successor 
governmental authority; and 

promptly after requested, such other information respecting the financial 
condition, operations, properties or prospects of the Borrower or its Subsidiaries as the 
Administrative Agent, or the Majority Lenders or Fronting Banks through the Administrative 
Agent, may from time to time reasonably request in writing. 

ARTICLE VIII 
DEFAULTS 

Events of Default. 

  The following events shall each constitute an “Event of Default”: 

The Borrower shall fail to pay any principal of any Advance or any 
Reimbursement Obligation when due or shall fail to pay any interest on any Advance or fees or 
other amounts payable under the Loan Documents within two days after the same becomes due; 
or 

Any representation or warranty made by the Borrower (or any of its officers or 
agents) in any Loan Document, any certificate or other writing delivered pursuant hereto or 
thereto shall prove to have been incorrect in any material respect when made or deemed made; or 
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The Borrower shall fail to perform or observe any term or covenant on its part to 
be performed or observed contained in the last sentence of Section 2.02(a), Section 2.06, Section 
4.02(c), Section 7.01(d), Section 7.02, Section 7.03 or Section 7.04(a); or 

The Borrower shall fail to perform or observe any other term or covenant on its 
part to be performed or observed contained in any Loan Document and any such failure shall 
remain unremedied for a period of 30 days after the earlier of (i) written notice of such failure 
having been given to the Borrower by the Administrative Agent or (ii) the Borrower having 
obtained actual knowledge of such failure; or 

The Borrower or any Principal Subsidiary shall fail to pay any of its Debt when 
due (including any interest or premium thereon but excluding Outstanding Credits and excluding 
other Debt aggregating in no event more than $50,000,000 in principal amount at any one time) 
whether by scheduled maturity, required prepayment, acceleration, demand or otherwise, and 
such failure shall continue after the applicable grace period, if any, specified in any agreement or 
instrument relating to such Debt; or any other default under any agreement or instrument relating 
to any such Debt, or any other event, shall occur and shall continue after the applicable grace 
period, if any, specified in such agreement or instrument, if the effect of such default or event is 
to accelerate, or to permit the acceleration of, the maturity of such Debt; or any such Debt shall 
be declared to be due and payable, or required to be prepaid (other than by a regularly scheduled 
required prepayment or as a result of the Borrower’s or such Principal Subsidiary’s exercise of a 
prepayment option) prior to the stated maturity thereof; or 

The Borrower or any Principal Subsidiary shall generally not pay its debts as such 
debts become due, or shall admit in writing its inability to pay its debts generally, or shall make 
an assignment for the benefit of creditors; or any proceeding shall be instituted by or against the 
Borrower or any Principal Subsidiary seeking to adjudicate it a bankrupt or insolvent, or seeking 
liquidation, winding up, reorganization, arrangement, adjustment, protection, relief, or 
composition of its debts under any law relating to bankruptcy, insolvency, or reorganization or 
relief of debtors, or seeking the entry of an order for relief or the appointment of a receiver, 
trustee, or other similar official for it or for any substantial part of its property and, in the case of 
a proceeding instituted against the Borrower or any Principal Subsidiary, the Borrower or such 
Principal Subsidiary shall consent thereto or such proceeding shall remain undismissed or 
unstayed for a period of 90 days or any of the actions sought in such proceeding (including 
without limitation the entry of an order for relief against the Borrower or such Principal 
Subsidiary or the appointment of a receiver, trustee, custodian or other similar official for the 
Borrower or such Principal Subsidiary or any of its property) shall occur; or the Borrower or any 
Principal Subsidiary shall take any corporate or other action to authorize any of the actions set 
forth above in this subsection (f); or 

Any judgments or orders for the payment of money in excess of $50,000,000 (or 
aggregating more than $50,000,000 at any one time) shall be rendered against the Borrower or its 
properties or any Principal Subsidiary or its properties, and either (A) enforcement proceedings 
shall have been commenced by any creditor upon such judgment or order and shall not have been 
stayed or (B) there shall be any period of 30 consecutive days during which a stay of 
enforcement of such judgment or order, by reason of a pending appeal or otherwise, shall not be 
in effect; or 
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Any material provision of any Loan Document shall at any time for any reason 
cease to be valid and binding on the Borrower, or shall be determined to be invalid or 
unenforceable by any court, governmental agency or authority having jurisdiction over the 
Borrower, or the Borrower shall deny that it has any further liability or obligation under any 
Loan Document; or 

A Change of Control shall have occurred; or 

The Borrower shall cease to own at least 85% of the outstanding common stock 
of any Principal Subsidiary, free and clear of all Liens except for Liens permitted by Section 7.02
(a); or 

Any legal restriction that is not in existence on the date hereof shall materially 
adversely affect the ability of any Principal Subsidiary to pay dividends or make other 
distributions to the Borrower. 

Remedies Upon Events of Default. 

   

Upon the occurrence and during the continuance of any Event of Default, the 
Administrative Agent shall at the request, or may with the consent, of the Lenders entitled to 
make such request, upon notice to the Borrower (i) declare the obligation of each Lender to make 
Advances to the Borrower, and the obligation of each Fronting Bank to issue Letters of Credit, to 
be terminated, whereupon such obligations of the Lenders and the Fronting Banks shall forthwith 
terminate, provided, that any such request or consent pursuant to this clause (i) shall be made 
solely by Lenders having Percentages in the aggregate of in excess of 50%, (ii) declare the 
Advances, all interest thereon and all other amounts payable by the Borrower under this 
Agreement and the other Loan Documents to be forthwith due and payable, whereupon such 
Advances, all such interest and all such amounts shall become and be forthwith due and payable, 
without presentment, demand, protest or further notice of any kind, all of which are hereby 
expressly waived by the Borrower, and (iii) demand the Borrower to, and forthwith upon such 
demand the Borrower will, deposit in the Cash Collateral Account in same day funds an amount 
equal to the aggregate LC Outstandings on such date, provided, that any demand pursuant to 
clause (ii) or clause (iii) shall be made solely by the Lenders holding in excess of 50% of the 
aggregate Outstanding Credits; provided, however, that if such Event of Default is an Event of 
Default pursuant to Section 8.01(f), then (A) the obligation of each Lender to make Advances to 
the Borrower, and the obligation of each Fronting Bank to issue Letters of Credit, shall 
automatically be terminated, (B) the Advances and all interest thereon and all other amounts 
payable by the Borrower under this Agreement and the other Loan Documents shall 
automatically become and be due and payable, without presentment, demand, protest or any 
notice of any kind, all of which are hereby expressly waived by the Borrower, and (C) the 
Borrower shall automatically and without any demand by the Administrative Agent deposit 
funds in the Cash Collateral Account in the manner and amount described in clause (iii) above.  
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ARTICLE IX 
THE ADMINISTRATIVE AGENT AND THE FRONTING BANKS 

Authorization and Action. 

  Each Lender hereby appoints and authorizes the Administrative Agent to take such 
action as agent on its behalf and to exercise such powers under this Agreement as are delegated 
to the Administrative Agent by the terms hereof, together with such powers as are reasonably 
incidental thereto.  As to any matters not expressly provided for by the Loan Documents 
(including, without limitation, enforcement or collection thereof), the Administrative Agent shall 
not be required to exercise any discretion or take any action, but  shall be required to act or to 
refrain from acting (and shall be fully protected in so acting or refraining from acting) upon the 
instructions of the Majority Lenders, and such instructions shall be binding upon all Lenders; 
provided, however, that the Administrative Agent shall not be required to take any action that 
exposes the Administrative Agent to personal liability or that is contrary to the Loan Documents 
or applicable law.  The Administrative Agent agrees to deliver promptly to each Lender notice of 
each notice given to it by the Borrower and each Fronting Bank pursuant to the terms of this 
Agreement. 

Administrative Agent’s Reliance, Etc. 

  Neither the Administrative Agent nor any of its directors, officers, agents or employees 
shall be liable for any action taken or omitted to be taken by it or them under or in connection 
with any Loan Document, except for its or their own gross negligence or willful misconduct. 
 Without limitation of the generality of the foregoing, the Administrative Agent:  (i) may treat 
each Lender party hereto as a “Lender” hereunder and for all purposes hereof until the 
Administrative Agent receives and accepts an Assignment and Assumption entered into by such 
Lender, as assignor, and an assignee, as provided in Section 10.07; (ii) may consult with legal 
counsel (including counsel for the Borrower), independent public accountants and other experts 
selected by it and shall not be liable for any action taken or omitted to be taken in good faith by it 
in accordance with the advice of such counsel, accountants or experts; (iii) makes no warranty or 
representation to any Lender and shall not be responsible to any Lender for the Information 
Memorandum or any other statements, warranties or representations made in or in connection 
with any Loan Document; (iv) shall not have any duty to ascertain or to inquire as to the 
performance or observance of any of the terms, covenants or conditions of any Loan Document 
on the part of the Borrower to be performed or observed, or to inspect any property (including 
the books and records) of the Borrower; (v) shall not be responsible to any Lender for the due 
execution, legality, validity, enforceability, genuineness, sufficiency or value of any Loan 
Document or any other instrument or document furnished pursuant hereto; and (vi) shall incur no 
liability under or in respect of any Loan Document by acting upon any notice, consent, certificate 
or other instrument or writing (which may be by facsimile) believed by it to be genuine and 
signed or sent by the proper party or parties. 

Union Bank, Barclays, Citibank, JPMorgan Chase and Affiliates. 

  With respect to its Commitment and the Advances made by it, each of Union Bank, 
Barclays, Citibank and JPMorgan Chase (and/or any other Lender then acting as “Fronting 
Bank”) shall have the same rights and powers under the Loan Documents as any other Lender 
and may exercise the same as though it were not the Administrative Agent or a Fronting Bank, as 
the case may be, and the term “Lender” or “Lenders” shall, unless otherwise expressly indicated, 
include Union Bank, Barclays, Citibank and JPMorgan Chase (and/or any other Lender then 
acting as  
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“Fronting Bank”) in its individual capacity.  Union Bank, Barclays, Citibank, JPMorgan Chase 
(and/or any other Lender acting as “Fronting Bank”) and their respective Affiliates may accept 
deposits from, lend money to, act as trustee under indentures of, and generally engage in any 
kind of business with, the Borrower, any of its Subsidiaries and any Person who may do business 
with or own securities of the Borrower or any such Subsidiary, all as if Union Bank were not the 
Administrative Agent and none of Barclays, Citibank, JPMorgan Chase and Union Bank (and/or 
any other Lender then acting as “Fronting Bank”) were a Fronting Bank and without any duty to 
account therefor to the Lenders. 

Lender Credit Decision. 

  Each Lender acknowledges that it has, independently and without reliance upon the 
Administrative Agent, any Fronting Bank or any other Lender and based on the Information 
Memorandum and the Financial Statements and such other documents and information as it has 
deemed appropriate, made its own credit analysis and decision to enter into this Agreement. 
 Each Lender also acknowledges that it will, independently and without reliance upon the 
Administrative Agent, any Fronting Bank or any other Lender and based on such documents and 
information as it shall deem appropriate at the time, continue to make its own credit decisions in 
taking or not taking action under this Agreement.  

Indemnification. 

  The Lenders agree to indemnify the Administrative Agent (to the extent not reimbursed 
by the Borrower), ratably according to their respective Commitments (or, if the Commitments 
have been terminated, ratably according to the respective principal amounts of Outstanding 
Credits held by them (provided, that if any Commitments or Outstanding Credits are held by the 
Borrower or any Affiliate thereof, any ratable apportionment hereunder shall exclude their 
respective Commitments hereunder or the principal amounts of Outstanding Credits held by the 
Borrower or such Affiliate)), from and against any and all liabilities, obligations, losses, 
damages, penalties, actions, judgments, suits, costs, expenses or disbursements of any kind or 
nature whatsoever that may be imposed on, incurred by, or asserted against the Administrative 
Agent in its capacity as such in any way relating to or arising out of any Loan Document or any 
action taken or omitted by the Administrative Agent in its capacity as such under any Loan 
Document, provided that no Lender shall be liable for any portion of such liabilities, obligations, 
losses, damages, penalties, actions, judgments, suits, costs, expenses or disbursements resulting 
from the Administrative Agent’s gross negligence or willful misconduct.  Without limitation of 
the foregoing, each Lender agrees to reimburse the Administrative Agent promptly upon demand 
for such Lender’s ratable share of any out-of-pocket expenses (including counsel fees) incurred 
by the Administrative Agent in connection with the preparation, execution, delivery, 
administration, modification, amendment or enforcement (whether through negotiations, legal 
proceedings or otherwise) of, or legal advice in respect of rights or responsibilities under, the 
Loan Documents to the extent that the Administrative Agent is entitled to reimbursement for 
such expenses pursuant to Section 10.04 but is not reimbursed for such expenses by the 
Borrower. 

Successor Administrative Agent. 

  The Administrative Agent may resign at any time by giving written notice thereof to the 
Lenders and the Borrower, with any such resignation to become effective only upon the 
appointment of a successor Administrative Agent pursuant to this Section.  Upon any such 
resignation, the Majority Lenders shall have the right to appoint a successor Administrative 
Agent, which shall be a Lender or another commercial bank or trust company reasonably 
acceptable to the Borrower organized or licensed  
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under the laws of the United States, or of any State thereof.  If no successor Administrative 
Agent shall have been so appointed by the Majority Lenders, and shall have accepted such 
appointment, within 30 days after the retiring Administrative Agent’s giving of notice of 
resignation, then the retiring Administrative Agent may, on behalf of the Lenders, appoint a 
successor Administrative Agent, which shall be Lender or shall be another commercial bank or 
trust company organized or licensed under the laws of the United States or of any State thereof 
reasonably acceptable to the Borrower.  In addition to the foregoing right of the Administrative 
Agent to resign, the Majority Lenders may remove the Administrative Agent at any time, with or 
without cause, concurrently with the appointment by the Majority Lenders of a successor 
Administrative Agent.  Upon the acceptance of any appointment as Administrative Agent 
hereunder by a successor Administrative Agent, such successor Administrative Agent shall 
thereupon succeed to and become vested with all the rights, powers, privileges and duties of the 
retiring Administrative Agent, and the retiring Administrative Agent shall be discharged from its 
duties and obligations under this Agreement.  After any retiring Administrative Agent’s 
resignation or removal hereunder as Administrative Agent, the provisions of this Article IX shall 
inure to its benefit as to any actions taken or omitted to be taken by it while it was 
Administrative Agent under the Loan Documents. 

ARTICLE X 
MISCELLANEOUS 

Amendments, Etc. 

  No amendment or waiver of any provision of any Loan Document, nor consent to any 
departure by the Borrower therefrom, shall in any event be effective unless the same shall be in 
writing and signed by the Majority Lenders, and then such waiver or consent shall be effective 
only in the specific instance and for the specific purpose for which given; provided, however, 
that no amendment, waiver or consent shall, unless in writing and signed by all the Lenders, but 
subject to Section 10.15, do any of the following: (a) waive, modify or eliminate any of the 
conditions specified in Article V, (b) other than as contemplated by Section 2.04(b), increase the 
Commitment of any Lender hereunder or increase the Commitments of the Lenders that may be 
maintained hereunder or subject the Lenders to any additional obligations, (c) reduce the 
principal of, or interest on, the Advances, any Applicable Margin or any fees or other amounts 
payable hereunder (other than fees payable to the Administrative Agent pursuant to Section 2.03
(b)), (d) other than as contemplated by Section 2.05, postpone any date fixed for any payment of 
principal of, or interest on, the Advances or any fees or other amounts payable under the Loan 
Documents (other than fees payable to the Administrative Agent pursuant to Section 2.03(b)), 
(e) change the percentage of the Commitments or of the aggregate unpaid principal amount of 
the Outstanding Credits, or the number of Lenders that shall be required for the Lenders or any 
of them to take any action under the Loan Documents, (f) amend any Loan Document in a 
manner intended to prefer one or more Lenders over any other Lenders, (g) waive the 
requirement set forth in Section 2.06 or 4.02(c) that cash be held in respect of outstanding Letters 
of Credit, (h) amend this Section or the definition of “Majority Lenders”, or (i) amend Section 
10.15; provided that (i) any waiver of, or consent to a departure from, the requirements of 
Section 2.02(i) shall be effective if authorized in writing by the Majority Lenders and each 
Fronting Bank; (ii) no amendment that would increase the Fronting Commitment of any Fronting 
Bank shall be effective without the consent of such Fronting Bank and (iii) no amendment, 
waiver or consent shall, unless in writing and signed by  
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the Administrative Agent or each Fronting Bank, as the case may be, in addition to the Lenders 
required above to take such action, affect the rights or duties of the Administrative Agent or the 
Fronting Banks, as the case may be, under any Loan Document; and provided further that this 
Agreement may be amended and restated without the consent of any Lender or the 
Administrative Agent or any Fronting Bank if, upon giving effect to such amendment and 
restatement, such Lender or the Administrative Agent or such Fronting Bank, as the case may be, 
shall no longer be a party to this Agreement (as so amended and restated) or have any 
Commitment or other obligation hereunder and shall have been paid in full all amounts payable 
hereunder to such Lender or the Administrative Agent or such Fronting Bank, as the case may 
be. 

Notices, Etc. 

  Except as otherwise expressly provided herein, all notices and other communications 
provided for under the Loan Documents shall be in writing (including facsimile communication) 
and mailed, sent by facsimile or hand delivered:  

if to the Borrower, to it at 56 Prospect Street, Hartford, CT 06103, Attention: 
Assistant Treasurer - Finance, facsimile number: (860) 728-4585, confirm number: (860) 728-
4632, email: webersb@nu.com; 

if to any Bank, at its Domestic Lending Office specified opposite its name on 
Schedule I hereto;  

if to any Lender other than a Bank, at its Domestic Lending Office specified in 
the Assignment and Assumption pursuant to which it became a Lender;   

if to the Administrative Agent, at its address at 445 South Figueroa Street, 15th

Floor, Los Angeles, California  90071, Attention: Kevin Zitar, Senior Vice President, facsimile 
number: (213) 236-4096, confirm number: (213) 236-5503, email: kevin.zitar@unionbank.com; 
and 

if to (i) Barclays, as Fronting Bank, to it at 70 Hudson Street, 10th Floor, Jersey 
City, NJ 07302, Attention:  Letter of Credit, email: xraletterofcredit@barclayscapital.com, fax 
(212) 412-5011, (ii) Citibank, as Fronting Bank, at 1615 Brett Road, Ops III, New Castle, DE 
19720, Attention: Charles Huester, email: charles.huester@citi.com, Phone: 302-323-3188, Fax: 
212-994-0961 (ii) JPMorgan Chase, as Fronting Bank, to it at 10420 Highland Manor Drive, 
Floor 4, Tampa, Florida 33610, Stby Letter of Credit Department, Attention: James Alonzo, 
facsimile number: (813) 432-5161, and (iii) Union Bank, as Fronting Bank, to it at 1980 Saturn 
Street, MC V02-905, Monterey Park, CA 91755 445 (Attention: Benedicto Cortes, Fax: 323-
720-2773).  

or, as to each party, at such other address as shall be designated by such party in a written notice 
to the other parties.  All such notices and communications shall, when mailed, sent by facsimile 
or hand delivered, be effective five days after when deposited in the mails, or when sent by 
facsimile, or when delivered, respectively, except that notices and communications to the 
Administrative Agent pursuant to Article II, III, IV or IX shall not be effective until received by 
the Administrative Agent.  With respect to any telephone notice given or received by the  
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Administrative Agent pursuant to Section 3.03, the records of the Administrative Agent shall be 
conclusive for all purposes. 

No Waiver of Remedies. 

  No failure on the part of the Administrative Agent, any Fronting Bank or any Lender to 
exercise, and no delay in exercising, any right under any Loan Document shall operate as a 
waiver thereof; nor shall any single or partial exercise of any such right preclude any other or 
further exercise thereof or the exercise of any other right. The remedies herein provided are 
cumulative and not exclusive of any remedies provided by law. 

Costs, Expenses and Indemnification. 

The Borrower agrees to pay when due, in accordance with the terms hereof: (i) all 
costs and expenses of the Administrative Agent in connection with the preparation, negotiation, 
execution and delivery of the Loan Documents, the administration of the Loan Documents, and 
any proposed modification, amendment, or consent relating thereto (including, in each case, the 
reasonable fees and expenses of counsel to the Administrative Agent); (ii) all customary and 
reasonable charges, costs and expenses of each Fronting Bank in connection with the issuance, 
transfer, modification or amendment of any Letter of Credit (including, in each case, the 
reasonable fees and expenses of counsel to such Fronting Bank); and (iii) all costs and expenses 
of the Administrative Agent, each Fronting Bank and each Lender (including all fees and 
expenses of counsel) in connection with the enforcement, whether through negotiations, legal 
proceedings or otherwise, of the Loan Documents. 

The Borrower hereby agrees to indemnify and hold each Person identified on the 
cover page of this Agreement as a “Joint Lead Arranger”, the “Syndication Agent” and a 
“Documentation Agent”, and the Administrative Agent, each Fronting Bank and each Lender, 
and its officers, directors, employees, professional advisors and affiliates (each, an “Indemnified 
Person”) harmless from and against any and all claims, damages, losses, liabilities, costs or 
expenses (including settlement costs and reasonable attorney’s fees and expenses, whether or not 
such Indemnified Person is named as a party to any proceeding or investigation or is otherwise 
subjected to judicial or legal process arising from any such proceeding or investigation and 
whether or not such proceeding or investigation is brought by the Borrower or any of its 
Affiliates or any of their respective directors, securityholders or creditors, an Indemnified Person 
or any other Person) that any of them may incur or that may be claimed against any of them by 
any person or entity (except to the extent such claims, damages, losses, liabilities, costs or 
expenses arise from the gross negligence or willful misconduct of the Indemnified Person): 

by reason of or in connection with the execution, delivery or performance of  the 
Loan Documents or any transaction contemplated thereby, or the use by the Borrower of the 
proceeds of any Advance, or the issuance of, or the use by the Borrower of, or the use by any 
Beneficiary of the proceeds of, any Letter of Credit; 

in connection with or resulting from the utilization, storage, disposal, treatment, 
generation, transportation, release or ownership of any Hazardous Substance (A) at, upon or 
under any property of the Borrower or any of its Affiliates or (B) by or on behalf of the Borrower 
or any of its Affiliates at any time and in any place; or 
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in connection with any documentary taxes, assessments or charges made by any 
governmental authority by reason of the execution and delivery of the Loan Documents. 

The Borrower’s obligations under this Section shall survive the assignment by 
any Lender pursuant to Section 10.07 and shall survive as well the repayment of all amounts 
owing to the Lenders and the Fronting Banks under the Loan Documents and the termination of 
the Commitments.  If and to the extent that the obligations of the Borrower under this Section are 
unenforceable for any reason, the Borrower agrees to make the maximum contribution to the 
payment and satisfaction thereof which is permissible under applicable law. 

The Borrower’s obligations under this Section are in addition to and shall not be 
deemed to supersede its indemnification and similar obligations set forth in that certain 
Commitment Letter, dated August 23, 2010, among the Borrower, Union Bank, JPMorgan 
Chase, J.P. Morgan Securities, Inc., Citigroup Global Markets Inc. and Barclays. 

Right of Set-off. 

Upon (i) the occurrence and during the continuance of any Event of Default, and 
(ii) the making of the request or the granting of the consent specified by Section 8.02 to authorize 
the Administrative Agent to declare the Advances due and payable pursuant to the provisions of 
Section 8.02, each Lender is hereby authorized at any time and from time to time, to the fullest 
extent permitted by law, to set off and apply any and all deposits (general or special, time or 
demand, provisional or final) at any time held and other indebtedness at any time owing by such 
Lender to or for the credit or the account of the Borrower against any and all of the obligations of 
the Borrower now or hereafter existing under the Loan Documents held by such Lender, 
irrespective of whether or not such Lender shall have made any demand under the Loan 
Documents and although such obligations may be unmatured.  Each Lender agrees promptly to 
notify the Borrower after any such set-off and application made by such Lender, provided that 
the failure to give such notice shall not affect the validity of such set-off and application.  The 
rights of each Lender under this Section are in addition to other rights and remedies (including, 
without limitation, other rights of set-off) that such Lender may have. 

The Borrower agrees that it shall have no right of off-set, deduction or 
counterclaim in respect of its obligations under the Loan Documents, and that the obligations of 
the Lenders hereunder are several and not joint.  Nothing contained herein shall constitute a 
relinquishment or waiver of the Borrower’s rights to any independent claim that the Borrower 
may have against the Administrative Agent, any Fronting Bank or any Lender, but no Lender 
shall be liable for the conduct of the Administrative Agent, any Fronting Bank or any other 
Lender, and neither the Administrative Agent nor any Fronting Bank shall be liable for the 
conduct of the other or any Lender. 

Effectiveness. 

  This Agreement shall become effective when it shall have been executed by the Borrower, the 
Administrative Agent and each Fronting Bank and when the Administrative Agent shall have 
been notified by each Bank that such Bank has executed it.  No Person designated as a “Joint 
Lead Arranger”, the “Documentation Agent” or the “Syndication Agent” on the cover page of 
this Agreement shall have any duties under this Agreement. 
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Assignments and Participation. 

The provisions of this Agreement shall be binding upon and inure to the benefit of 
the parties hereto and their respective successors and assigns permitted hereby, except that the 
Borrower may not assign or otherwise transfer any of its rights or obligations hereunder without 
the prior written consent of each Lender and no Lender may assign or otherwise transfer any of 
its rights or obligations hereunder except (i) to an Eligible Assignee in accordance with the 
provisions of subsection (b) below, (ii) by way of participation in accordance with the provisions 
of subsection (d) below or (iii) by way of pledge or assignment of a security interest subject to 
the restrictions of subsection (f) below (and any other attempted assignment or transfer by any 
party hereto shall be null and void).  Nothing in this Agreement, expressed or implied, shall be 
construed to confer upon any Person (other than the parties hereto, their respective successors 
and assigns permitted hereby, Participants to the extent provided in subsection (d) below and, to 
the extent expressly contemplated hereby, the Related Parties of each of the Administrative 
Agent and the Lenders) any legal or equitable right, remedy or claim under or by reason of this 
Agreement. 

Any Lender may at any time assign to one or more Eligible Assignees all or a 
portion of its rights and obligations under the Loan Documents (including all or a portion of its 
Commitment and the Advances at the time owing to it); provided that (i) such Lender provides 
notice thereof to the Borrower at least 10 Business Days prior to such assignment (but the failure 
to provide such notice shall not affect the validity of such assignment), (ii) except in the case of 
an assignment of the entire remaining amount of the assigning Lender’s Commitment and the 
Advances at the time owing to it or in the case of an assignment to a Lender or an Affiliate of a 
Lender or an Approved Fund with respect to a Lender, the aggregate amount of the Commitment 
(which for this purpose includes Advances outstanding thereunder) or, if the applicable 
Commitment is not then in effect, the principal outstanding balance of the Advances of the 
assigning Lender subject to each such assignment (determined as of the date the Assignment and 
Assumption with respect to such assignment is delivered to the Administrative Agent or, if 
“Trade Date” is specified in the Assignment and Assumption, as of the Trade Date) shall not be 
less than $5,000,000, unless each of the Administrative Agent and, so long as no Event of 
Default has occurred and is continuing, the Borrower otherwise consents (each such consent not 
to be unreasonably withheld or delayed), (iii) each partial assignment shall be made as an 
assignment of a proportionate part of all the assigning Lender’s rights and obligations under this 
Agreement with respect to the Advance or the Commitment assigned, (iv) any assignment of a 
Commitment must be approved by the Administrative Agent (unless the Person that is the 
proposed assignee is itself a Lender with a Commitment) and each Fronting Bank, in each case, 
whether or not the proposed assignee would otherwise qualify as an Eligible Assignee and (v) 
the parties to each assignment shall execute and deliver to the Administrative Agent an 
Assignment and Assumption, together with a processing and recordation fee of $3,500.  Subject 
to acceptance and recording thereof by the Administrative Agent pursuant to subsection (c) 
below, from and after the effective date specified in each Assignment and Assumption, the 
Eligible Assignee thereunder shall be a party to this Agreement and, to the extent of the interest 
assigned by such Assignment and Assumption, have the rights and obligations of a Lender under 
this Agreement, and the assigning Lender thereunder shall, to the extent of the interest assigned 
by such Assignment and Assumption, be released from its obligations under this Agreement 
(and, in the case of a Assignment and Assumption covering all of the assigning Lender’s rights 
and  
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obligations under this Agreement, such Lender shall cease to be a party hereto) but shall continue 
to be entitled to the benefits of Sections 4.03 and 4.05 with respect to facts and circumstances 
occurring prior to the effective date of such assignment.  Any assignment or transfer by a Lender 
of rights or obligations under this Agreement that does not comply with this paragraph shall be 
treated for purposes of this Agreement as a sale by such Lender of a participation in such rights 
and obligations in accordance with subsection (d) below. 

The Administrative Agent, acting solely for this purpose as an agent of the 
Borrower, shall maintain at one of its addresses referred to in Section 10.02 a copy of each 
Assignment and Assumption delivered to it and a register for the recordation of the names and 
addresses of the Lenders, and the Commitments of, and principal amounts of the Advances 
owing to, each Lender pursuant to the terms hereof from time to time (the “Register”).  The 
entries in the Register shall be conclusive, and the Borrower, the Administrative Agent and the 
Lenders may treat each Person whose name is recorded in the Register pursuant to the terms 
hereof as a Lender hereunder for all purposes of this Agreement, notwithstanding notice to the 
contrary.  The Register shall be available for inspection by the Borrower and any Lender, at any 
reasonable time and from time to time upon reasonable prior notice. 

Any Lender may at any time, without the consent of the Borrower or the 
Administrative Agent, sell participations to any Person (other than a natural person or the 
Borrower or any of the Borrower’s Affiliates or Subsidiaries) (each, a “Participant”) in all or a 
portion of such Lender’s rights and/or obligations under this Agreement (including all or a 
portion of its Commitment and/or the Advances owing to it); provided that (i) such Lender’s 
obligations under this Agreement shall remain unchanged, (ii) such Lender shall remain solely 
responsible to the other parties hereto for the performance of such obligations and (iii) the 
Borrower, the Administrative Agent and the other Lenders shall continue to deal solely and 
directly with such Lender in connection with such Lender’s rights and obligations under this 
Agreement.  Any agreement or instrument pursuant to which a Lender sells such a participation 
shall provide that such Lender shall retain the sole right to enforce this Agreement and to 
approve any amendment, modification or waiver of any provision of this Agreement; provided 
that such agreement or instrument may provide that such Lender will not, without the consent of 
the Participant, agree to any amendment, modification or waiver described in Section 10.01(a)-
(g) that affects such Participant.  Subject to subsection (e) below, the Borrower agrees that each 
Participant shall be entitled to the benefits of Sections 4.03 and 4.05 to the same extent as if it 
were a Lender and had acquired its interest by assignment pursuant to subsection (b) above.  To 
the extent permitted by law, each Participant also shall be entitled to the benefits of 
Section 10.05 as though it were a Lender, provided such Participant agrees to be subject to 
Section 4.04 as though it were a Lender. 

A Participant shall not be entitled to receive any greater payment under Sections 
4.03 and 4.05 than the applicable Lender would have been entitled to receive with respect to the 
participation sold to such Participant, unless the sale of the participation to such Participant is 
made with each Borrower’s prior written consent.  A Participant that is not incorporated under 
the laws of the United States of America or any state thereof shall not be entitled to the benefits 
of Section 4.05 unless the Borrower is notified of the participation sold to such Participant and 
such Participant agrees, for the benefit of the Borrower, to comply with Section 4.05(e) as 
though it were a Lender.   
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Any Lender may at any time pledge or assign a security interest in all or any 
portion of its rights under this Agreement to secure obligations of such Lender, including without 
limitation any pledge or assignment to secure obligations to a Federal Reserve Bank; provided 
that no such pledge or assignment shall release such Lender from any of its obligations 
hereunder or substitute any such pledgee or assignee for such Lender as a party hereto.  

If (i) any Lender shall have delivered a notice to the Administrative Agent 
described in Section 4.03(a), (b), (c) or (f), (ii) any Lender shall have become a Defaulting 
Lender or (iii) a Bankruptcy Event shall have occurred with respect to the Parent of a Lender, the 
Borrower may demand that such Lender assign, in accordance with Section 10.07, to one or 
more assignees (with the consent of such assignee(s)) designated by either the Borrower or the 
Administrative Agent (and reasonably acceptable to the other), all (but not less than all) of such 
Lender’s Commitment, Advances, participation and other rights and obligations under the Loan 
Documents; provided that any such demand by the Borrower during the continuance of an Event 
of Default or an Unmatured Default shall be ineffective without the consent of the Majority 
Lenders.  If, within 30 days following any such demand by the Borrower, such Lender shall fail 
to tender such assignment on terms reasonably satisfactory to such Lender or the Borrower and 
the Administrative Agent shall have failed to designate any such assignee, then such demand by 
the Borrower shall become ineffective, it being understood for purposes of this provision that 
such assignment shall be conclusively deemed to be on terms reasonably satisfactory to such 
Lender, and such Lender shall be compelled to tender such assignment forthwith, if (i) such 
assignee (A) shall agree to such assignment in substantially the form of the Assignment and 
Assumption and (B) shall tender payment to such Lender in an amount equal to the full 
outstanding dollar amount accrued in favor of such Lender hereunder (as computed in 
accordance with the records of the Administrative Agent) and (ii) in the event the Borrower 
demanded such assignment, the Borrower shall tender payment to the Administrative Agent of 
the processing and recording fee specified in Section 10.07(b) for such assignment.  

Confidentiality. 

  In connection with the negotiation and administration of the Loan Documents, the 
Borrower has furnished or caused to have furnished and will from time to time furnish or cause 
to be furnished to the Administrative Agent, each Fronting Bank and the Lenders (each, a 
“Recipient”) written information that when delivered to the Recipient will be deemed to be 
confidential (such information, other than any such information that (i) was publicly available, or 
otherwise known to the Recipient, at the time of disclosure, (ii) subsequently becomes publicly 
available other than through any act or omission by the Recipient or (iii) otherwise subsequently 
becomes known to the Recipient other than through a Person whom the Recipient knows to be 
acting in violation of his or its obligations to the Borrower, being hereinafter referred to as 
“Confidential Information”).  The Recipient will not knowingly disclose any such Confidential 
Information to any third party (other than to those Persons who have a confidential relationship 
with the Recipient), and will take all reasonable steps to restrict access to such information in a 
manner designed to maintain the confidential nature of such information, in each case until such 
time as the same ceases to be Confidential Information or as the Borrower may otherwise 
instruct.  It is understood, however, that the foregoing will not restrict the Recipient’s ability to 
freely exchange such Confidential Information with prospective participants in or assignees of 
the Recipient’s position herein, but the Recipient’s ability to so exchange Confidential 
Information shall be conditioned upon any such prospective participant’s entering into an 
understanding as to confidentiality similar to this  
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provision.  It is further understood that the foregoing will not prohibit the disclosure of any or all 
Confidential Information if and to the extent that such disclosure may be required (i) by a 
regulatory agency or otherwise in connection with an examination of the Recipient’s records by 
appropriate authorities, (ii) pursuant to court order, subpoena or other legal process or 
(iii) otherwise, as required by law; in the event of any required disclosure under clause (ii) or 
(iii), above, the Recipient agrees to use reasonable efforts to inform the Borrower as promptly as 
practicable unless the Lender is prohibited from doing so by court order, subpoena or other legal 
process. 

Notwithstanding the foregoing, each party hereto (and each officer, director, employee, 
representative, agent and advisor of each party hereto) may disclose to any and all persons, 
without limitation of any kind, the “tax treatment” and “tax structure” (in each case within the 
meaning of Treasury Regulation Section 1.6011-4) of the transactions contemplated by the Loan 
Documents and all materials of any kind (including opinions or other tax analyses) that are 
provided to such person relating to such “tax treatment” and “tax structure”.  The foregoing is 
intended to comply with the presumption set forth in Treasury Regulation Section 1.6011-4(b)(3)
(iii) and should be interpreted in a manner consistent with such regulation. 

Electronic Communications. 

The Borrower hereby agrees that it will provide to the Administrative Agent all 
information, documents and other materials that it is obligated to furnish to the Administrative 
Agent pursuant to Section 7.04 (collectively, the “Communications”), by transmitting the 
Communications in an electronic/soft medium in a format acceptable to the Administrative 
Agent to each of efrain.soto@unionbank.com, cld.sf@uboc.com and 
margaret.elower@uboc.com, or faxing the Communications to each of 213-236-4096 and 323-
720-2780.  In addition, the Borrower agrees to continue to provide the Communications to the 
Administrative Agent in the manner otherwise specified in this Agreement, but only to the extent 
requested by the Administrative Agent. 

The Borrower further agrees that the Administrative Agent may make the 
Communications available to the Lenders by posting the Communications on Intralinks or a 
substantially similar electronic transmission systems (the “Platform”).  The Borrower 
acknowledges that the distribution of material through an electronic medium is not necessarily 
secure and that there are confidentiality and other risks associated with such distribution. 

THE PLATFORM IS PROVIDED “AS IS” AND “AS AVAILABLE”.  THE 
AGENT PARTIES (AS DEFINED BELOW) DO NOT WARRANT THE ACCURACY OR 
COMPLETENESS OF THE COMMUNICATIONS,  OR THE ADEQUACY OF THE 
PLATFORM AND EXPRESSLY DISCLAIM LIABILITY FOR ERRORS OR OMISSIONS IN 
THE COMMUNICATIONS.  NO WARRANTY OF ANY KIND, EXPRESS, IMPLIED OR 
STATUTORY, INCLUDING, WITHOUT LIMITATION, ANY WARRANTY OF 
MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE, NON-INFRINGEMENT 
OF THIRD PARTY RIGHTS OR FREEDOM FROM VIRUSES OR OTHER CODE 
DEFECTS, IS MADE BY THE AGENT PARTIES IN CONNECTION WITH THE 
COMMUNICATIONS OR THE PLATFORM.  IN NO EVENT SHALL THE 
ADMINISTRATIVE AGENT OR ANY OF ITS AFFILIATES OR ANY OF THEIR 
RESPECTIVE OFFICERS, DIRECTORS,  
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EMPLOYEES, AGENTS, ADVISORS OR REPRESENTATIVES (COLLECTIVELY, 
“AGENT PARTIES”) HAVE ANY LIABILITY TO ANY BORROWER, ANY LENDER OR 
ANY OTHER PERSON OR ENTITY FOR DAMAGES OF ANY KIND, INCLUDING, 
WITHOUT LIMITATION, DIRECT OR INDIRECT, SPECIAL, INCIDENTAL OR 
CONSEQUENTIAL DAMAGES, LOSSES OR EXPENSES (WHETHER IN TORT, 
CONTRACT OR OTHERWISE) ARISING OUT OF THE BORROWER’S OR THE 
ADMINISTRATIVE AGENT’S TRANSMISSION OF THE COMMUNICATIONS 
THROUGH THE PLATFORM, EXCEPT TO THE EXTENT THE LIABILITY OF ANY 
AGENT PARTY IS FOUND IN A FINAL NON-APPEALABLE JUDGMENT BY A COURT 
OF COMPETENT JURISDICTION TO HAVE RESULTED PRIMARILY FROM SUCH 
AGENT PARTY’S GROSS NEGLIGENCE OR WILLFUL MISCONDUCT. 

The Administrative Agent agrees that the receipt of the Communications by the 
Administrative Agent at its e-mail address set forth above shall constitute effective delivery of 
the Communications to the Administrative Agent for purposes of the Loan Documents.  Each 
Lender agrees that notice to it (as provided in the next sentence) specifying that the 
Communications have been posted to the Platform shall constitute effective delivery of the 
Communications to such Lender for purposes of the Loan Documents.  Each Lender agrees to 
notify the Administrative Agent in writing (including by electronic communication) from time to 
time of such Lender’s e-mail address to which the foregoing notice may be sent by electronic 
transmission and that the foregoing notice may be sent to such e-mail address. 

Nothing herein shall prejudice the right of the Administrative Agent or any 
Lender to give any notice or other communication pursuant to any Loan Document in any other 
manner specified in such Loan Document. 

Waiver of Jury Trial. 

  The Borrower, the Administrative Agent, each Fronting Bank and each of the Lenders 
hereby irrevocably waives all right to trial by jury in any action, proceeding or counterclaim 
arising out of or relating to the Loan Documents, or any other instrument or document delivered 
hereunder or thereunder. 

Governing Law. 

  The Loan Documents shall be governed by, and construed in accordance with, the laws 
of the State of New York.  The Borrower, each of the Lenders, each Fronting Bank and the 
Administrative Agent: (i) irrevocably submits to the jurisdiction of any New York State Court or 
Federal court sitting in New York City in any action arising out of or relating to the Loan 
Documents, (ii) agrees that all claims in such action may be decided in such court, (iii) waives, to 
the fullest extent it may effectively do so, the defense of an inconvenient forum and (iv) consents 
to the service of process by mail.  A final judgment in any such action shall be conclusive and 
may be enforced in other jurisdictions. Nothing herein shall affect the right of any party to serve 
legal process in any manner permitted by law or affect its right to bring any action in any other 
court. 

Relation of the Parties; No Beneficiary or Fiduciary 
Relationships. 

  No term, provision or requirement, whether express or implied, of any Loan Document, or 
actions taken or to be taken by any party thereunder, shall be construed to create a partnership, 
association, or joint venture between such parties or any of them.  No term or provision of any 
Loan Document shall be construed to confer a benefit upon, or grant a right or privilege to, any  
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Person other than the parties hereto.  The Borrower agrees that the Credit Parties do not have any 
fiduciary, advisory or agency relationship with the Borrower and are not advising the Borrower 
as to any legal, accounting, regulatory or tax matters as a result of the transactions contemplated 
by this Agreement, and the Borrower waives, to the fullest extent permitted by law, any claims 
the Borrower may have against the Credit Parties for breach of fiduciary duty or alleged breach 
of fiduciary duty and agree that the Credit Parties will have no liability (whether direct or 
indirect) to the Borrower in respect of such a fiduciary duty claim or to any Person asserting a 
fiduciary duty claim on the Borrower’s behalf, including the Borrower’s equity holders, 
employees or creditors. 

Execution in Counterparts. 

  This Agreement may be executed in any number of counterparts and by different parties 
hereto in separate counterparts, each of which when so executed shall be deemed to be an 
original and all of which taken together shall constitute one and the same agreement. 

Limitation of Liability. 

  No shareholder or trustee of NU shall be held to any liability whatever for the payment 
of any sum of money or for damages or otherwise under any Loan Document, and such Loan 
Documents shall not be enforceable against any such trustee in their or his or her individual 
capacities or capacity and such Loan Documents shall be enforceable against the trustees of NU 
only as such, and every person, firm, association, trust or corporation having any claim or 
demand arising under such Loan Documents and relating to NU, its shareholders or trustees shall 
look solely to the trust estate of NU for the payment or satisfaction thereof. 

Defaulting Lenders. 

  Notwithstanding any provision of this Agreement to the contrary, if any Lender 
becomes a Defaulting Lender, then the following provisions shall apply for so long as such 
Lender is a Defaulting Lender: 

Facility Fees shall cease to accrue pursuant to Section 2.03(a) during such period 
on the Available Commitment of such Defaulting Lender and the Borrower shall not be required 
to pay such fees to the Administrative Agent for the account of such Defaulting Lender; 

the Commitment and Outstanding Credits of such Defaulting Lender shall not be 
included in determining whether the Majority Lenders have taken or may take any action 
hereunder (including any consent to any amendment, waiver or other modification pursuant to 
Section 10.01); provided, that this clause (ii) shall not apply to the vote of a Defaulting Lender in 
the case of an amendment, waiver or other modification pursuant to clauses (a) through (h) of 
Section 10.01; 

if any LC Outstandings exist at the time such Lender becomes a Defaulting 
Lender, then:  

all or any part of the LC Commitment of such Defaulting Lender shall 
be reallocated among the non-Defaulting Lenders in accordance with their respective 
Percentages but only to the extent (x) the sum of all non-Defaulting Lenders’ Outstanding 
Credits plus such Defaulting Lender’s LC Commitment does not exceed the total of all 
non-Defaulting Lenders’ Commitments and (y) the sum of each non-Defaulting Lender’s  
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Outstanding Credits plus the portion of such Defaulting Lender’s LC Commitment 
allocated to such non-Defaulting Lender does not exceed such non-Defaulting Lender’s 
Commitment; 

if and for so long as the reallocation described in clause (A) above 
cannot, or can only partially, be effected, the Borrower shall within one Business Day 
following notice by the Administrative Agent deliver, and thereafter maintain, cash 
collateral for the benefit of the Fronting Banks only to secure the Borrower’s 
Reimbursement Obligations corresponding to such Defaulting Lender’s LC Commitment 
(after giving effect to any partial reallocation pursuant to clause (A) above) in accordance 
with the procedures set forth in Section 2.06 for so long as such LC Outstandings are 
outstanding.  Upon the payment in full of all amounts due hereunder in respect of the LC 
Outstandings collateralized pursuant to this Section 10.15(iii)(B) and the expiration or 
termination of such collateralized Letters of Credit, and if no Unmatured Default or Event 
of Default shall have occurred and be continuing, the Administrative Agent shall pay to 
the Borrower amounts remaining in the Cash Collateral Account with respect to such 
Letters of Credit; 

if the Borrower cash collateralizes any portion of such Defaulting 
Lender’s LC Commitment pursuant to clause (B) above, the Borrower shall not be 
required to pay any fees to the Administrative Agent for the account of such Defaulting 
Lender pursuant to Section 2.03(c) with respect to such Defaulting Lender’s LC 
Outstandings during the period such Defaulting Lender’s LC Commitment is cash 
collateralized; 

if the LC Commitments of the non-Defaulting Lenders are adjusted 
pursuant to clause (A) above, then the fees payable to the Lenders pursuant to Section 
2.03(c) shall be adjusted in accordance with such non-Defaulting Lenders’ Percentages; 

if all or any portion of such Defaulting Lender’s LC Commitment is 
neither reallocated nor cash collateralized pursuant to clause (A) or (B) above, then, 
without prejudice to any rights or remedies of any Fronting Bank or any other Lender 
hereunder, the fees payable to the Administrative Agent for the account of such 
Defaulting Lender under Section 2.03(c) with respect to such Defaulting Lender’s LC 
Commitment shall be payable to the Administrative Agent, for the account of the 
applicable Fronting Banks, until and to the extent that such LC Commitment is 
reallocated and/or cash collateralized; and 

so long as such Lender is a Defaulting Lender, no Fronting Bank shall 
be required to issue, amend or increase any Letter of Credit, unless it is satisfied that the 
related exposure and the Defaulting Lender’s LC Commitment will be 100% covered by 
the Commitments of the non-Defaulting Lenders and/or cash collateral will be provided 
by the Borrower in accordance with clause (B) above and participating interests in any 
newly issued or increased Letter of Credit shall be allocated among non-Defaulting 
Lenders in a manner consistent with clause (A) above (and such Defaulting Lender shall 
not participate therein). 

 
 
 
 

(B)

(C)

(D)

(E)

(F)
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If (i) a Bankruptcy Event with respect to a Parent of any Lender shall occur following the 
date hereof and for so long as such event shall continue or (ii) any Fronting Bank has a good 
faith belief that any Lender has defaulted in fulfilling its obligations under one or more other 
agreements in which such Lender commits to extend credit, no Fronting Bank shall be required 
to issue, amend or increase any Letter of Credit unless each Fronting Bank shall have entered 
into arrangements with the Borrower or such Lender, satisfactory to each Fronting Bank, to 
defease any risk to it in respect of such Lender hereunder. 

In the event that each of the Administrative Agent, the Borrower and each Fronting Bank 
agrees that a Defaulting Lender has adequately remedied all matters that caused such Lender to 
be a Defaulting Lender, then the LC Commitment of the Lenders shall be readjusted to reflect 
the inclusion of such Lender’s LC Commitment, and on such date such Lender shall purchase at 
par such of the Advances of the other Lenders as the Administrative Agent shall determine may 
be necessary in order for such Lender to hold such Advances in accordance with its Percentage.   

Nothing in this Section 10.15 shall constitute a waiver or release of any claim of any 
party hereunder with respect to any failure to perform hereunder by any Defaulting Lender. 

USA Patriot Act.  

Each of the Lenders and the Fronting Banks hereby notifies the Borrower that pursuant to 
the requirements of the USA Patriot Act (Title III of Pub. L. 107-56 (signed into law as of 
October 26, 2001)) (as amended, restated, modified or otherwise supplemented from time to 
time, the “Act”), it is required to obtain, verify and record information that identifies the 
Borrower, which information includes the name and address of the Borrower and other 
information that will allow such Lender or Fronting Bank, as the case may be, to identify the 
Borrower in accordance with the Act.  

Waiver of Notice of Termination of Existing Credit 
Agreement.  

Each of the Lenders party hereto that is party to the Existing Credit Agreement, in its 
capacity as a “Lender” under the Existing Credit Agreement, hereby waives as of the date hereof 
the notice requirement under Section 2.04(a) of the Existing Credit Agreement for three Business 
Days prior notification of termination of the commitments thereunder.    

[SIGNATURE PAGES TO FOLLOW] 

 
 
 

 
 

SECTION  10.16

SECTION  10.17
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
executed by their respective officers thereunto duly authorized, as of the date first above written. 

 
NORTHEAST UTILITIES 

 
 
 

By /S/ RANDY A. SHOOP 
Name:  Randy A. Shoop 
Title:    Vice President and Treasurer 

 
 
 
 
 

Signature Page to NU Credit Agreement 
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UNION BANK, N.A., as Administrative Agent, as 
a Fronting Bank and as a Bank 

 
 
 

By /S/ JEFFREY P. FASENMAIER 
Name:  Jeffrey P. Fesenmaier 
Title:    Vice President 

 
 
 

Signature Page to NU Credit Agreement 
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BARCLAYS BANK PLC, as a Fronting Bank and 
as a Bank 

 
 
 

By /S/ ALICIA BERYS 
Name:  Alicia Berys 
Title:    Assistant Vice President 

 
 
 

Signature Page to NU Credit Agreement 
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CITIBANK, N.A., as a Fronting Bank and as a 
Bank 

 
 
 

By /S/ MAUREEN P. MARONEY 
Name:  Maureen P. Maroney 
Title:    Authorized Signatory 

 
 
 

Signature Page to NU Credit Agreement 
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JPMORGAN CHASE BANK, N.A., as a Fronting 
Bank and as a Bank 

 
 
 

By /S/ JUAN J. JAVELLANA 
Name:  Juan J. Javellana 
Title:    Vice President 

 
 
 

Signature Page to NU Credit Agreement 
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BANK OF AMERICA, N.A., as a Bank 
 
 
 

By /S/ JACOB DOWDEN 
Name:  Jacob Dowden 
Title:    Senior Vice President 

 
 

Signature Page to NU Credit Agreement 
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WELLS FARGO BANK, NATIONAL 
ASSOCIATION, as a Bank 

 
 
 

By /S/ KEITH LUETTEL 
Name:  Keith Luettel 
Title:    Vice President 
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THE BANK OF NEW YORK MELLON, as a Bank 
 
 
 

By /S/ JOHN N. WATT 
Name:  John N. Watt 
Title:    Vice President 

 
 
 

Signature Page to NU Credit Agreement 
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MORGAN STANLEY BANK, N.A., as a Bank 
 
 
 

By /S/ SHERRESE CLARKE 
Name:  Sherrese Clarke 
Title:    Authorized Signatory 

 
 
 

Signature Page to NU Credit Agreement 
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GOLDMAN SACHS BANK USA, as a Bank 
 
 
 

By /S/ MARK WALTON 
Name:  Mark Walton 
Title:    Authorized Signatory 
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CREDIT SUISSE AG, CAYMAN ISLANDS 
BRANCH, as a Bank 

 
 
 

By /S/ SHAHEEN MALIK 
Name:  Shaheen Malik 
Title:     Vice President 

 
 
 

By /S/ RAHUL PARMAR 
Name:  Rahul Parmar 
Title:    Associate 

 
 

Signature Page to NU Credit Agreement 
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UBS LOAN FINANCE LLC, as a Bank 
 
 
 

By /S/ IRJA R. OTSA 
Name:  Irja R. Otsa 
Title:    Associate Director 

 
 

By /S/ MARY E. EVANS 
Name:  Irja R. Otsa 
Title:    Associate Director 

 
 
 

Signature Page to NU Credit Agreement 
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TD BANK, N.A., as a Bank 
 
 
 

By /S/ ROBYN ZELLER 
Name:  Robyn Zeller 
Title:     Senior Vice President 
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SCHEDULE I

 
APPLICABLE LENDING OFFICES AND COMMITMENTS 

 
 

Name of Bank Domestic Lending Office Eurodollar Lending Office Commitment  
(in US$) 

        

Union Bank, N.A. 445 South Figueroa Street 
15th Floor 
Los Angeles, CA 90071 

445 South Figueroa Street 
15th Floor 
Los Angeles, CA 90071 

$48,611,111.11 

        

Barclays Bank PLC 745 Seventh Avenue 
26th Floor 
New York, NY 10019 

745 Seventh Avenue 
26th Floor 
New York, NY 10019 

$48,611,111.11 

        

Citibank, N.A.  388 Greenwich Street 
New York, NY 10013 

388 Greenwich Street 
New York, NY 10013 

$48,611,111.11 

        

JPMorgan Chase Bank, N.A. 500 Stanton Christiana Rd 
Newark, DE 19713-2107 

500 Stanton Christiana Rd 
Newark, DE 19713-2107 

$48,611,111.11 

        

Bank of America, N.A. 100 North Tryon Street 
Charlotte, NC 28255 

100 North Tryon Street 
Charlotte, NC 28255 

$44,444,444.45 

        

Wells Fargo Bank, National 
Association 

90 S. 7th Street 
MAC: N9305-077 
Minneapolis, MN  55402 

90 S. 7th Street 
MAC: N9305-077 
Minneapolis, MN  55402 

$44,444,444.45 

        

The Bank of New York 
Mellon 

Rm 1900 
1 Wall St. 
New York, NY 10286 

Rm 1900 
1 Wall St. 
New York, NY 10286 

$36,111,111.11 

        

Morgan Stanley Bank, N.A. One Utah Center. 201 South 
Main Street, 5th Floor 
Salt Lake City, Utah 84111 

One Utah Center. 201 South Main 
Street, 5th Floor 
Salt Lake City, Utah 84111 

$36,111,111.11 

        

Goldman Sachs Bank USA 200 West Street 
New York, NY 10282 

200 West Street 
New York, NY 10282 

$36,111,111.11 

        

Credit Suisse AG Eleven Madison Avenue 
New York, NY 10010 

Eleven Madison Avenue 
New York, NY 10010 

$36,111,111.11 

        

UBS Loan Finance LLC 677 Washington Boulevard 
Stamford, CT 06901 
Attne: Ray Ciraco 
Phone: 203-719-3571 
Fax: 203-719-3888 
Email: ray.ciraco@ubs.com 

677 Washington Boulevard 
Stamford, CT 06901 
Attne: Ray Ciraco 
Phone: 203-719-3571 
Fax: 203-719-3888 
Email: ray.ciraco@ubs.com 

$36,111,111.11 

        

TD Bank, N.A. 200 State Street, 10th Floor 
Boston,  MA  02109 

200 State Street, 10th Floor 
Boston,  MA  02109 

$36,111,111.11 
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PENDING ACTIONS 
 

None 
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Exhibit 1.01A
Form of Note

 
NOTE 

 
New York, New York 
[Date] 
 
$[_______________] 
 

FOR VALUE RECEIVED, the undersigned, NORTHEAST UTILITIES, an 
unincorporated voluntary business association organized under the laws of the Commonwealth 
of Massachusetts (the “Borrower”), hereby promises to pay to the order of [__________] (the 
“Lender”), on the Termination Date (as defined in the Credit Agreement referred to below) 
applicable to the Lender, the lesser of the principal sum of [_____________]DOLLARS 
($[_________]) and the aggregate unpaid principal amount of all Advances made by the Lender 
to the Borrower pursuant to the Credit Agreement referred to below, in lawful money of the 
United States of America in immediately available funds, and to pay interest on such principal 
amount from time to time outstanding, in like funds, at a rate or rates per annum and payable 
with respect to such periods and on such dates as determined pursuant to the Credit Agreement. 
 The due date for any Advance made pursuant to this Note shall be as set forth on the Notice of 
Borrowing pertaining to such Advance but in no event later than the Termination Date. 
 

The Borrower promises to pay interest, on demand, on any overdue principal and overdue 
interest from their due dates at a rate or rates determined as set forth in the Credit Agreement. 
 

The Borrower hereby waives diligence, presentment, demand, protest and notice of any 
kind whatsoever.  The nonexercise by the holder of any of its rights hereunder in any particular 
instance shall not constitute a waiver thereof in that or any subsequent instance. 
 

All borrowings evidenced by this Note and all payments and prepayments of the principal 
hereof and interest hereon and the respective dates thereof shall be endorsed by the holder hereof 
on the schedule attached hereto and made a part hereof, or on a continuation thereof which shall 
be attached hereto and made a part hereof, or otherwise recorded by such holder in its internal 
records; provided, however, that any failure of the holder hereof to make such a notation or any 
error in such notation shall not in any manner affect the obligation of the Borrower to make 
payments of principal and interest in accordance with the terms of this Note and the Credit 
Agreement. 
 

This Note is one of the Notes referred to in the Credit Agreement, dated as of September 
24, 2010 (as amended, supplemented or modified, the “Credit Agreement”), among the 
Borrower, the Lenders party thereto, Union Bank, N.A., as Administrative Agent, and Barclays 
Bank PLC, Citibank, N.A., JPMorgan Chase Bank, N.A. and Union Bank, N.A., each as 
Fronting Bank, and is subject to the terms and conditions contained in the Credit Agreement and 
is entitled to the benefits thereof.  The Credit Agreement, among other things, contains  
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provisions for the acceleration of the maturity hereof upon the happening of certain events, for 
prepayment of the principal hereof prior to the maturity thereof and for the amendment or waiver 
of certain provisions of the Credit Agreement, all upon the terms and conditions therein 
specified.  This Note shall be construed in accordance with and governed by the laws of the State 
of New York and any applicable laws of the United States of America. 
 

No shareholder or trustee of the Borrower shall be held to any liability whatever for the 
payment of any sum of money or for damages or otherwise under this Note, and this Note shall 
not be enforceable against any such trustee in their or his or her individual capacities or capacity; 
this Note shall be enforceable against the trustees of the Borrower only as such, and every, 
person, firm, association, trust or corporation having any claim or demand arising under this 
Note relating to the Borrower, its shareholders or trustees shall look solely to the trust estate of 
the Borrower for payment or satisfaction thereof. 
 

NORTHEAST UTILITIES 
 
 
 

By________________________________ 
    Name: 
    Title: 

 
 
 

1.01A-2 
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GRID NOTE SCHEDULE 

 
____________________________________________________________________________________________________________ 
 
 

  

  
 
____________________________________________________________________________________________________________ 
____________________________________________________________________________________________________________ 
____________________________________________________________________________________________________________ 
____________________________________________________________________________________________________________ 
____________________________________________________________________________________________________________ 
____________________________________________________________________________________________________________ 
____________________________________________________________________________________________________________ 
____________________________________________________________________________________________________________ 
____________________________________________________________________________________________________________ 
____________________________________________________________________________________________________________ 
____________________________________________________________________________________________________________ 
  
  
  

1.01A-3 
 
  

DATE OF    AMOUNT OF   INTEREST   INTEREST   NUMBER     INTEREST     DATE  AMOUNT     NOTED
ADVANCE   PRINCIPAL       RATE          PERIOD      OF DAYS         DUE            PAID      PAID             BY  
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Exhibit 2.02
Form of Letter of Credit Request

 
LETTER OF CREDIT REQUEST 

 
 

[Date] 
 
[JPMorgan Chase Bank, N.A., as  
Fronting Bank 
10420 Highland Manor Drive, Floor 4 
Tampa, Florida 33610 
Stby Letter of Credit Department 
Attention: James Alonzo 
Fax: (813) 432-5161] 
 
[Barclays Bank, PLC, as Fronting Bank 
70 Hudson Street, 10th Floor 
Jersey City, NJ 07302 
Attention:  Letter of Credit 
email:xraletterofcredit@barclayscapital.com 
Fax (212) 412-5011] 
 
[Union Bank, N.A., as Fronting Bank 
1980 Saturn Street 
MC V02-905 
Monterey Park, CA 91755 445 
Attention: Benedicto Cortes] 
 
[Citibank, N.A., as Fronting Bank 
1615 Brett Road, Ops III 
New Castle, DE 19720, 
Attention: Charles Huester 
email: charles.huester@citi.com 
Phone: 302-323-3188 
Fax: 212-994-0961] 
 
Union Bank, N.A., as Administrative Agent 
445 South Figueroa Street 
Los Angeles, California 90071 
Attention: Kevin Zitar, Senior Vice President 
Fax: (213)236-4096 
Confirm: (213) 236-5503 
Email: Kevin.zitar@unionbank.com 
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Ladies and Gentlemen: 
 

The undersigned, a responsible officer of Northeast Utilities (the “Borrower”), refers to 
that certain Credit Agreement, dated as of September 24, 2010 (as amended, supplemented and 
modified, the “Credit Agreement”), among the Borrower, the Banks party thereto, Union Bank, 
N.A., as administrative agent, and Barclays Bank PLC, Citibank, N.A., JPMorgan Chase Bank, 
N.A. and Union Bank, N.A., each as a Fronting Bank.  Capitalized terms used herein, and not 
otherwise defined herein, shall have their respective defined meanings as set forth in the Credit 
Agreement. 
 

Pursuant to Section 2.02(d) of the Credit Agreement, the Borrower irrevocably requests 
that the Fronting Bank issue a Letter of Credit on the following terms: 
 

Date of Issuance:1 
 

Expiration Date:2 
 

Stated Amount: 
 

Beneficiary: 
 

Account Party: 
 
and the terms set forth in the attached application for said Letter of Credit. 
 

The Borrower hereby further certifies that (i) as of the date hereof, (ii) as of the Date of 
Issuance, and (iii) after the issuance of the Letter of Credit requested hereby: 
 

the representations and warranties of the Borrower contained in Section 6.01 (other 
than subsection (g) and the last sentence of subsection (f)) of the Credit Agreement are correct in 
all material respects as though made on and as of such dates; 
 

no Event of Default or Unmatured Default has occurred and is continuing on or as 
of such dates; 
 

the issuance of such Letter of Credit, when aggregated with all other Outstanding 
Credits, will not cause the aggregate amount of Outstanding Credits to exceed the Total 
Commitment; and 
 
 
 
 
1 At least three Business Days after the date of the Letter of Credit Request. 

 
2 Not later than 364 days after the Date of Issuance 

 
2.02-2 

 
 

1.

2.

3.

4.

5.

(A)

(B)

(C)
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the Stated Amount of such Letter of Credit, when aggregated with (1) the Stated 
Amount of each other Letter of Credit that is outstanding or with respect to which a Letter of 
Credit Request has been received and (2) the amount of all Reimbursement Obligations then 
outstanding, will not cause the L/C Commitment Amount to be exceeded. 
 

If notice of the request for the above referenced Letter of Credit has been given by the 
Borrower previously by telephone, then this notice shall be considered a written confirmation of 
such telephone notice as required by Section 2.02(c) of the Credit Agreement. 
 
 

NORTHEAST UTILITIES 
 
 
 

By___________________________ 
     Name: 
      Title: 

 
 
 

2.02-3 
 
 

(D)
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Exhibit 3.01 
Form of Notice of Borrowing 

 
NOTICE OF BORROWING 

 

[Date]3 
 
 
Union Bank, N.A., as Administrative Agent 
for the Lenders party to the Credit 
Agreement referred to below 
445 South Figueroa Street 
15th Floor 
Los Angeles, California  90071 
Attention: Kevin Zitar, Senior Vice President 
 
 
Ladies and Gentlemen: 
 

The undersigned, Northeast Utilities (the “Borrower”), refers to the Credit Agreement, 
dated as of September 24, 2010 (as amended, supplemented or modified, the “Credit 
Agreement”), among the Borrower, the Banks party thereto, Union Bank, N.A., as administrative 
agent, and Barclays Bank PLC, Citibank, N.A., JPMorgan Chase Bank, N.A. and Union Bank, 
N.A., each as a Fronting Bank.  Capitalized terms used herein and not otherwise defined herein 
shall have the meanings assigned to such terms in the Credit Agreement.  The undersigned 
hereby gives you notice pursuant to Section 3.01 of the Credit Agreement that it requests a 
Borrowing under the Credit Agreement, and in that connection sets forth below the terms on 
which such Borrowing is requested to be made: 
 

  

  
  

  

 

 
 
 
3Must be a Business Day.  The Notice of Borrowing must be received by the Administrative Agent (i) in the case of a proposed Borrowing to 
consist of Eurodollar Rate Advances, by hand or facsimile not later than 11:00 a.m. (New York City time), three Business Days prior to a 
proposed Borrowing and (ii) in the case of a proposed Borrowing to consist of Base Rate Advances, by hand or facsimile not later than 11:00 a.m. 
(New York City time), on the day of a proposed Borrowing. 
 
4Must be a Business Day. 

 
5Not less than $5,000,000 and in integral multiples of $1,000,000. 

 
6Eurodollar Rate Advance or Base Rate Advance. 

 

(A) Date of proposed Borrowing4                   _________________

(B)       Principal Amount                                     _________________                                  
            of Borrowing5

(C) Type of Advance6                                    _________________

(D) Initial Interest Period                                _________________                    
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Aggregate amount of Outstanding Credits 
after giving effect to requested Borrowing, 

  
 

aggregate amount of all Advances 
outstanding after giving effect to requested 

  
 

aggregated Stated Amount of all issued but 

 
aggregate amount of outstanding 
Reimbursement Obligations (exclusive of 
Reimbursement Obligations which are to be 
repaid with proceeds of Advance 

  
 

 

Date7 beyond which the Borrowing hereby  

  
 

Upon acceptance of any or all of the Advances requested in this Notice of Borrowing, the 
undersigned shall be deemed to have represented and warranted that the conditions precedent to 
each Advance applicable to it specified in Section 5.02(a) of the Credit Agreement have been 
satisfied. 
 

Very truly yours, 
 

NORTHEAST UTILITIES 
 

By________________________________ 
    Name: 
    Title: 

 
 
 
7 In no event later than the Termination Date. 
8 (F) may be selected at the option of the Borrower; if no election is made, such date shall be earlier of (i) the Termination Date and (ii) the date 
364 days from the date of the proposed Borrowing.  
  
 

3.01-2 
 
 

(E)

which shall be calculated as follows:                              _______________

(i)

Borrowing:                                                           ______________

(ii)
undrawn Letters of Credit outstanding:                _______________

(iii)

requested in this Notice of Borrowing):                _______________

            (iv) total of (i), (ii) and (iii):                                               _______________

(F)

requested may no longer be outstanding8:                         _______________  
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Exhibit 5.01A
Form of Opinion of Jeffrey C. Miller,
Assistant General Counsel of NUSCO

 
 

September 24, 2010 
 

Union Bank, N.A., 
as Administrative Agent  

445 South Figueroa Street 
Los Angeles, California 90071 

Each Fronting Bank and Lender from time to 
time 
party to the captioned Credit Agreement 

  

Credit Agreement, dated as of September 24, 2010, among Northeast Utilities, 
the lenders  party thereto, Union Bank, N.A., as Administrative Agent, and 
Barclays Bank PLC, Citibank, N.A., JPMorgan Chase Bank, N.A. and Union 
Bank, N.A., each as a Fronting Bank 

Ladies and Gentlemen: 

I am Assistant General Counsel of Northeast Utilities Service Company (“NUSCO”), a 
service company affiliate of Northeast Utilities (“NU”).  I am rendering this opinion to you in 
connection with the transactions contemplated by the Credit Agreement, dated as of September 
24, 2010 (the “Credit Agreement”), among NU, the Banks from time to time party thereto, 
Union Bank, N.A., as Administrative Agent, and Barclays Bank PLC, Citibank, N.A., JPMorgan 
Chase Bank, N.A. and Union Bank, N.A., each as a Fronting Bank.  Capitalized terms used 
herein and not otherwise defined are used as defined in the Credit Agreement. 

In connection with this opinion, I or attorneys working under my supervision have 
examined: 

. 

The form of promissory notes to be issued by NU pursuant to the terms of the 
Credit Agreement to any of the Lenders who request such notes (the “Notes”). 

The Declaration of Trust of NU and all amendments thereto (the “Declaration 
of Trust”), as in effect on the date hereof. 

The other documents furnished by NU on the Closing Date pursuant to Section 
5.01(a) of the Credit Agreement. 

 
 
 
 

Re:

(1)        The Credit Agreement         

(2)

(3)

(4)
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A certificate of the Secretary of the Commonwealth of Massachusetts dated 
September 10, 2010, attesting to the authority of NU to transact business in the Commonwealth 
of Massachusetts. 

In addition, I or attorneys working under my supervision have examined originals, or 
copies certified to my satisfaction, of such other corporate (or analogous) records of NU, 
certificates of public officials and of officers of NU, and agreements, instruments, and other 
documents, as I have deemed necessary as a basis for the opinions expressed below.  In my 
examination of such agreements, instruments, and documents, I have assumed the genuineness of 
all signatures (other than those of NU), the authenticity of all agreements, instruments, and 
documents submitted to me as originals, and the conformity to original agreements, instruments, 
and documents of all agreements, instruments, and documents submitted to me as certified, 
conformed, or photostatic copies and the authenticity of the originals of such copies.  As to 
questions of fact material to such opinions, I have assumed without verification and relied upon 
the accuracy of the representations as to factual matters set forth in the Credit Agreement and in 
certificates of NU or its officers or of public officials.  Nothing has come to my attention, 
however, calling into question the accuracy of such representations. 

The opinions set forth below are subject to the qualification that no opinion is expressed 
with respect to laws other than those of (i) the United States of America, (ii) the Commonwealth 
of Massachusetts and (iii) the State of New York.  I am a member of the bar of the State of New 
York and an Authorized House Counsel in the State of Connecticut.  I am not a member of the 
bar of the Commonwealth of Massachusetts, and do not hold myself out as an expert in the laws 
of such Commonwealth, although I have made a study of relevant laws of such Commonwealth. 
 In expressing opinions about matters governed by the laws of the Commonwealth of 
Massachusetts, I have relied upon the opinion of Kerry J. Tomasevich, Esq., Senior Counsel of 
NUSCO, who is a member of the bar of such Commonwealth and whose opinion is attached 
hereto. 

My opinion in Paragraph 5 below (i) is subject to the effect of any applicable bankruptcy, 
insolvency, reorganization, moratorium, or similar law affecting creditors’ rights generally, to 
the effect of general principles of equity, including (without limitation) concepts of materiality, 
reasonableness, good faith, and fair dealing (regardless of whether considered in a proceeding in 
equity or at law), and to the effect of certain laws and judicial decisions that may affect the 
enforceability of certain rights and remedies provided in the documents referred to therein, none 
of which laws and judicial decisions, however, will make the rights and remedies provided in 
such documents inadequate for the practical realization of the benefits provided therein and (ii) 
assumes the binding effect of all documents referred to therein on all parties thereto other than 
NU. 

I note further that, in addition to the effect of general principles of equity described in the 
preceding paragraph, courts have imposed an obligation on contracting parties to act reasonably 
and in good faith in the exercise of their contractual rights and remedies, and may also apply 
public policy considerations in limiting the right of parties seeking to obtain indemnification 
under circumstances where the conduct of such parties in the circumstances in question is 
determined to have constituted negligence. 
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I express no opinion herein as to (i) the enforceability of provisions purporting to grant to 
a party conclusive rights of determination, (ii) the availability of specific performance or other 
equitable remedies, or (iii) the enforceability of waivers by parties of their respective rights and 
remedies under law. 

Based upon the foregoing and upon such investigation as I have deemed necessary, I am 
of the following opinion: 

NU is validly organized and duly existing as a voluntary association under the 
laws of the Commonwealth of Massachusetts and has the requisite power under the Declaration 
of Trust and authority to own its property and assets and to carry on its business as now 
conducted in the Commonwealth of Massachusetts.  NU is duly qualified to do business in, and 
is in good standing in all other jurisdictions where the nature of its business or the nature of 
property owned or used by it makes such qualification necessary, except where the failure to so 
qualify would not have a material adverse effect on the financial condition, properties, prospects 
or operations of NU or of NU and its Principal Subsidiaries taken as a whole. 

The execution, delivery, and performance by NU of the Credit Agreement and the 
Notes (a) are within NU’s powers under the Declaration of Trust and have been duly authorized 
by all necessary corporate (or equivalent) or other similar action and (b) do not and will not 
contravene (i) the Declaration of Trust, (ii) any law, or (iii) to the best of my knowledge, any 
contractual restriction contained in any material agreement binding on or affecting NU. 

The Credit Agreement has been duly executed and delivered by NU. 

No authorization, consent, approval, license, permit, certificate, exemption of, or 
filing or registration with, any governmental authority or other legal or regulatory body (other 
than in connection with or in compliance with the provisions of the state securities or “Blue Sky”
laws of any jurisdiction, as to which I express no opinion) is required to be obtained or made in 
connection with the execution, delivery, or performance by NU of the Credit Agreement or the 
Notes, except for those that have been obtained and are in full force and effect. 

The Credit Agreement is, and the Notes, when executed and delivered for value 
will be, the legal, valid and binding obligations of NU, enforceable against NU in accordance 
with their respective terms. 

There is no pending or, to the best of my knowledge, threatened action or 
proceeding affecting NU or its properties before any court, governmental agency, or arbitrator 
(a) which affects or purports to affect the legality, validity, or enforceability of the Credit 
Agreement or the Notes or (b) as to which there is a reasonable possibility of an adverse 
determination and which, if adversely determined, would materially adversely affect the 
financial condition, properties, or operations of NU, except, for purposes of this clause (b) only, 
such as is described in the Disclosure Documents. 

NU is not an “investment company” within the meaning ascribed to that term in 
the Investment Company Act of 1940, as amended. 
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Very truly yours, 
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Exhibit 5.01B 
Form of Opinion of King & Spalding LLP, 

Special New York Counsel to the Administrative Agent 
 
 

September 24, 2010 
 
 
 
Union Bank, N.A., as Administrative Agent 
and as a Fronting Bank under the captioned 
Credit Agreement, Barclays Bank PLC, 
Citibank, N.A. and JPMorgan Chase Bank, 
N.A., as Fronting Banks thereunder, and 
each of the Lenders from time to time party 
thereto 
 

Credit Agreement, dated as of September 24, 2010 (the “Credit Agreement”), 
among Northeast Utilities (the “Borrower”), the lenders party thereto, Union 
Bank, N.A., as Administrative Agent (the “Administrative Agent”), and 
Barclays Bank PLC, Citibank, N.A., JPMorgan Chase Bank, N.A. and Union 
Bank, N.A., each, as a Fronting Bank 

 
Ladies and Gentlemen: 
 

We have acted as special New York counsel to the Administrative Agent in connection 
with the preparation, execution and delivery of the Credit Agreement.  Unless otherwise 
indicated, terms defined in the Credit Agreement are used herein as therein defined. 
 

In that connection, we have examined the following documents: 
 

counterparts of the Credit Agreement, executed by the 
Borrower, the Administrative Agent, the Fronting Banks 
and the Banks; 

 
the form of Note to be executed by the Borrower and 
delivered to any Bank that requests a Note pursuant to the 
terms of the Credit Agreement; and 

 
the other documents furnished by the Borrower on the 
Closing Date pursuant to Section 5.01(a) of the Credit 
Agreement, including the opinion of Jeffery C. Miller, 
Assistant General Counsel of NUSCO (the “NU Opinion”). 

 
Our engagement as special counsel has been limited to the specific matters as to which 

we were consulted.  We have no direct knowledge of the day-to-day affairs of the Borrower and 
have not reviewed generally its business affairs.  In our examination of the documents referred to 
above, we have assumed the authenticity of all such documents submitted to us as originals, the 
genuineness of all signatures, the due authority of the parties executing such documents and the 
conformity to the originals of all such documents submitted to us as copies.  We have also  
  
 
 
 

Re:

(1)

(2)

(3)
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assumed that each of the Banks, the Administrative Agent and the Fronting Banks has duly 
executed and delivered, with all necessary power and authority (corporate and otherwise), each 
Loan Document to which each such Person is a party and that each such Loan Document is 
enforceable against each such Person in accordance with its terms.  We have relied, as to factual 
matters, on the documents we have examined and, as to matters addressed by the NU Opinion, 
on the NU Opinion (with the exception of paragraph 5 thereof). 
 

Based upon the foregoing, and subject to the qualifications set forth below, we are of the 
opinion that:  
 

the Credit Agreement is, and each of the Notes, when executed and delivered for 
value received in accordance with the terms of the Credit Agreement will be, the legal, valid and 
binding obligation of the Borrower, enforceable against the Borrower in accordance with its 
terms; and  
 

while we have not independently considered the matters covered by the NU 
Opinion to the extent necessary to enable us to express the conclusions stated therein, the NU 
Opinion and the other documents referred to in item (3) above are substantially responsive to the 
corresponding requirements set forth in Section 5.01(a) of the Credit Agreement pursuant to 
which the same have been delivered. 
 

The opinions expressed herein are subject to the following qualifications: 

Our opinion set forth in paragraph (i) above is subject to (i) the effect of any 
applicable bankruptcy, insolvency, reorganization, moratorium or similar laws affecting 
creditors’ rights generally and to general principles of equity, including (without limitation) 
concepts of materiality, reasonableness, good faith and fair dealing (regardless of whether 
considered in a proceeding in equity or at law) and (ii) applicable laws that limit the 
enforceability of provisions releasing, exculpating or exempting a party from, or requiring 
indemnification of a party for, liability for its own action or inaction in circumstances involving 
such party’s gross negligence, bad faith or similar conduct.  

We express no opinion herein as to (i) the availability of specific performance or 
other equitable remedies or (ii) the enforceability of waivers by parties of their respective rights 
and remedies under law, (iii) Section 10.05 of the Credit Agreement, (iv) the enforceability of 
provisions purporting to grant to a party conclusive rights of determination, (v) the availability of 
specific performance or other equitable remedies, (vi) the enforceability of rights to indemnity 
under Federal or state securities laws and (vii) the enforceability of waivers by parties of their 
respective rights and remedies under law. 

In connection with Section 10.11 of the Credit Agreement whereby each party to the 
Credit Agreement submits to the jurisdiction of certain Federal courts, we note the limitations of 
28 U.S.C. §§1331 and 1332 on Federal court jurisdiction. 

Our opinions expressed above are limited to the law of the State of New York and the 
Federal law of the United States, and we do not express any opinion herein concerning any other 
law.  Without limiting the generality of the foregoing, we express no opinion as to the effect of 
the law of any jurisdiction other than the State of New York wherein any Lender may be located 
or wherein enforcement of any Loan Document may be sought that limits the rates of interest 
legally chargeable or collectible.   
 
 

5.01B-2 
 
 
  

The foregoing opinion is solely for your benefit and may not be relied upon by any other Person 
other than any Person that may become a Lender under the Credit Agreement after the date 
hereof.  

 
Very truly yours, 
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Exhibit 10.07 
Form of Assignment and Assumption 

 
FORM OF ASSIGNMENT AND ASSUMPTION 

This Assignment and Assumption (the “Assignment and Assumption”) is dated as of the 
Effective Date set forth below and is entered into by and between the Assignor identified in item 
1 below (the “Assignor”) and [the][each]9 Assignee identified in item 2 below ([the][each, an] 
“Assignee”).  [It is understood and agreed that the rights and obligations of the Assignees 
hereunder are several and not joint.]10  Capitalized terms used but not defined herein shall have 
the meanings given to them in the Credit Agreement identified below (as amended, the “Credit 
Agreement”), receipt of a copy of which is hereby acknowledged by [the][each] Assignee.  The 
Standard Terms and Conditions set forth in Annex 1 attached hereto are hereby agreed to and 
incorporated herein by reference and made a part of this Assignment and Assumption as if set 
forth herein in full. 

For an agreed consideration, the Assignor hereby irrevocably sells and assigns to [the 
Assignee][the respective Assignees], and [the][each] Assignee hereby irrevocably purchases and 
assumes from the Assignor, subject to and in accordance with the Standard Terms and 
Conditions and the Credit Agreement, as of the Effective Date inserted by the Administrative 
Agent as contemplated below (i) all of the Assignor’s rights and obligations in its capacity as a 
Lender under the Loan Documents to the extent related to the amount and percentage interest 
identified below of all of such outstanding rights and obligations of the Assignor under the 
respective facilities identified below (including without limitation any letters of credit included 
in such facilities) and (ii) to the extent permitted to be assigned under applicable law, all claims, 
suits, causes of action and any other right of the Assignor (in its capacity as a Lender) against 
any Person, whether known or unknown, arising under or in connection with the Loan 
Documents, any other documents or instruments delivered pursuant thereto or the loan 
transactions governed thereby or in any way based on or related to any of the foregoing, 
including, but not limited to, contract claims, tort claims, malpractice claims, statutory claims 
and all other claims at law or in equity related to the rights and obligations sold and assigned 
pursuant to clause (i) above (the rights and obligations sold and assigned by the Assignor to [the]
[any] Assignee pursuant to clauses (i) and (ii) above being referred to herein collectively as [the]
[an] “Assigned Interest”).  Each such sale and assignment is without recourse to the Assignor 
and, except as expressly provided in this Assignment and Assumption, without representation or 
warranty by the Assignor.   
 

Assignor:         ____________ 
 

______________________________ 
for each Assignee, indicate whether such Assignee is an affiliate of 

[identify Lender] 
 
9 For bracketed language here and elsewhere in this form relating to the Assignee(s), if the assignment is to a single Assignee, choose the first 
bracketed language.  If the assignment is to multiple Assignees, choose the second bracketed language. 
10 Include bracketed language if there are multiple Assignees. 
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Northeast Utilities 
 

Union Bank, N.A., as the administrative agent under the Credit 
Agreement 

 
Credit Agreement, dated as of September 24, 2010. among 
Northeast Utilities, the Lenders and Fronting Banks parties thereto, 
and Union Bank, N.A., as Administrative Agent. 

 
 Assigned Interest[s]: 

 

3. Borrower:

4. Administrative Agent:

5. Credit Agreement:

6.

Assignor Assignee[s]11 Aggregate Amount of 
Commitment/Advances 

for all Lenders12 

Amount of 
Commitment/Advances 

Assigned8 

Percentage Assigned of 
Commitment/Advances13 

CUSIP 
Number 

    $ $ %   
    $ $ %   
    $ $ %   
 

  
 
Effective Date:   _____________ ___, 20___ [TO BE INSERTED BY ADMINISTRATIVE  
AGENT AND WHICH SHALL BE THE EFFECTIVE DATE OF RECORDATION OF  
TRANSFER IN THE REGISTER THEREFOR.] 
 
The terms set forth in this Assignment and Assumption are hereby agreed to: 
 

ASSIGNOR 
[NAME OF ASSIGNOR] 

 
 

By:______________________________ 
     Title: 

 
ASSIGNEE[S]15 
[NAME OF ASSIGNEE] 

 
 

By:______________________________ 
     Title: 

 
 
11 List each Assignee, as appropriate. 
12 Amount to be adjusted by the counterparties to take into account any payments or prepayments made between the Trade Date and the Effective Date. 
13 Set forth, to at least 9 decimals, as a percentage of the Commitment/Advances of all Lenders thereunder. 
14 To be completed if the Assignor(s) and the Assignee(s) intend that the minimum assignment amount is to be determined as of the Trade Date. 
15Add additional signature blocks as needed. 
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[NAME OF ASSIGNEE] 
 

By:______________________________ 
     Title: 

Consented to:16 
 
UNION BANK, N.A., as  
  Administrative Agent 
 
By_________________________________ 
  Title: 
 
 
NORTHEAST UTILITIES 
 
By_________________________________ 
  Title: 
 
 

[Consented to:]17  
 
BARCLAYS BANK PLC, 
as Fronting Bank 
 
By________________________________ 
  Title:   
  
 
CITIBANK, N.A., 
as Fronting Bank 
 
By________________________________ 
  Title:   
  
 
JPMORGAN CHASE BANK, N.A., 
as Fronting Bank 
 
By________________________________ 
  Title:   
 
 
UNION BANK, N.A., 
as Fronting Bank 
 
16To be added only if the consent of the Company and/or the Administrative Agent is required by the terms of the Credit Agreement. 
17To be added only if the consent of the each Fronting Bank is required by the terms of the Credit Agreement  
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By________________________________ 
  Title:   
  
  

10.07-4 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 169 of 732



 
ANNEX 1 

  
  
 
Credit Agreement, dated as of September 24, 2010 among Northeast Utilities, the Lenders and  

Fronting Banks parties thereto, and Union Bank, N.A., as Administrative Agent 
 

                STANDARD TERMS AND CONDITIONS FOR 
ASSIGNMENT AND ASSUMPTION 

 
Representations and Warranties.   

 
Assignor[s].  The Assignor (a) represents and warrants that (i) it is the legal 

and beneficial owner of the Assigned Interest, (ii) the Assigned Interest is free 
and clear of any lien, encumbrance or other adverse claim and (iii) it has full 
power and authority, and has taken all action necessary, to execute and deliver 
this Assignment and Assumption and to consummate the transactions 
contemplated hereby; and (b) assumes no responsibility with respect to (i) any 
statements, warranties or representations made in or in connection with the 
Credit Agreement or any other Loan Document, (ii) the execution, legality, 
validity, enforceability, genuineness, sufficiency or value of the Loan 
Documents, (iii) the financial condition of the Borrower, any of its subsidiaries 
or affiliates or any other Person obligated in respect of any Loan Document or 
(iv) the performance or observance by the Borrower, any of its subsidiaries or 
affiliates or any other Person of any of their respective obligations under any 
Loan Document. 

 
Assignee[s].  [The][Each] Assignee (a) represents and warrants that (i) it has 

full power and authority, and has taken all action necessary, to execute and 
deliver this Assignment and Assumption and to consummate the transactions 
contemplated hereby and to become a Lender under the Credit Agreement, (ii) 
from and after the Effective Date, it shall be bound by the provisions of the 
Credit Agreement as a Lender thereunder and, to the extent of [the][the 
relevant] Assigned Interest, shall have the obligations of a Lender thereunder, 
(iii) it is sophisticated with respect to decisions to acquire assets of the type 
represented by the Assigned Interest and either it, or the person exercising 
discretion in making its decision to acquire the Assigned Interest, is experienced 
in acquiring assets of such type, (iv) it has received a copy of the Credit 
Agreement, and has received or has been accorded the opportunity to receive 
copies of the most recent financial statements delivered pursuant to Section 7.04
(b) thereof and such other documents and information as it deems appropriate to 
make its own credit analysis and decision to enter into this Assignment and 
Assumption and to purchase [the][such] Assigned Interest, and (v) it has, 
independently and without reliance upon the Administrative Agent or any other 
Credit Party and based on such documents and information as it has deemed 
appropriate, made its own credit analysis and decision to enter into this 
Assignment and Assumption and to purchase [the][such] Assigned Interest; (b) 
agrees that (i) it will, independently and without reliance on the Administrative 
Agent, the Assignor or any other Credit Party, and based on such documents 
and information as it shall deem appropriate at the time, continue to make its 
own credit decisions in taking or not taking action under the Loan Documents, 
and (ii) it will perform in accordance  
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with their terms all of the obligations which by the terms of the Loan 
Documents are required to be performed by it as a Lender and (c) appoints and 
authorizes the Administrative Agent to take such action as agent on its behalf 
and to exercise such powers and discretion under the Loan Documents as are 
delegated to the Administrative Agent by the terms thereof, together with such 
powers and discretion as are reasonably incidental thereto. 

Payments.  From and after the Effective Date, the Administrative Agent shall make all 
payments in respect of [the][each] Assigned Interest (including payments of principal, 
interest, fees and other amounts) to the Assignor for amounts which have accrued to but 
excluding the Effective Date and to [the][the relevant] Assignee for amounts which 
have accrued from and after the Effective Date. 

General Provisions.  This Assignment and Assumption shall be binding upon, and inure 
to the benefit of, the parties hereto and their respective successors and assigns.  This 
Assignment and Assumption may be executed in any number of counterparts, which 
together shall constitute one instrument.  Delivery of an executed counterpart of a 
signature page of this Assignment and Assumption by fax shall be effective as delivery 
of a manually executed counterpart of this Assignment and Assumption.  This 
Assignment and Assumption shall be governed by, and construed in accordance with, 
the law of the State of New York. 

  
  

  
10.07-6 

1.1.

1.2.

2.

3.

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 170 of 732



. '-

d 

~i ·: 

-., ~,,, ·:"' ._; ,, .: :;.;.''] ;·r • . ' •• r:r···~q :j.)!""•.;!; ,, .. '•, ~,,., ...... . 
. 

r 
I 

PHASE II MASSACHUSETTS TRANSMISSION 

FACILITIES SUPP~T AGREEMENT 

This. AGREEMENT dated as of June 1, 1985, Is between New 

England Hydro-Transmission Electric Company, Inc. <New England 

Hydro> and the New England utilities listed In Attachment A 

hereto. Those New England uttlltles that have executed this 

Agreement and meet the further conditions for participation 

hereunder are hereinafter referred to as Participants or 

Individually as a Participant. The Participants, each of which 

Is a member of the New England Power Pool <NEPOOL>. are 

sometimes referred to collectively herein, but their rights and 

obligations hereunder are several and not joint as described tn 

Section 5 hereof. 

In consideration of the premises, the concurrent execution 

of the other Baste Agreements hereinafter referred to, the 

mutual covenants hereinafter and therein set forth, and other 

good and valuable consideration, receipt whereof Is hereby 

acknowledged, It Is hereby agreed as follows: 

Section 1. Baste Understandings and purpose 

Some or all of the Participants are participants ln the 

existing arrangements for the Phase I Interconnection planned 

by NEPOOL with Hydro-Quebec, which Is. to consist of a± 450 kV 

HVDC transmission ltne from a terminal at the Des Cantons 

Substation on the Hydro-Quebec system near Sherbrooke, Quebec 

to a terminal having an approximate rating of 690 MW at a 

substation at the Comerford Generating Statton on the 

Connecticut River <hereinafter referred to as Phase I>. The 

'{1: 
.,, 
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baste arrangements covering the portion of Phase I In the 

United States are set forth In the New England Power Pool 

Agreement, as amended <the NEPOOL Agreement> and three 

contracts among the participants In Phase I as follows: 
I. 

2. 

Vermont Transmission Line Support Agreement, 

dated as of December 1, 1981, as amended, with 

Vermont Electric Transmission Company, Inc. 

Phase I Terminal Facilities Support Agreement, 

dated as of December I, 1981, as amended, with 

New England Electric Transmission Corporation, and 

3. Agreement Hlth Respect To Use Of Quebec 

Interconnection, dated as of December 1, 1981, as 

amended, Including the restatement thereof In 

connection with Phase II <this Agreement as 

restated to cover Phase II Is hereinafter 

referred to as the Use Agreement>. 

These Phase I Interconnection facilities are currently under 

construction with completion scheduled during 1986. 

Nlth the completion of arrangements for Phase I and the 

related contracts with Hydro-Quebec, the members of NEPOOL have 

c~nducted studies of the benefits of an expanded 

Interconnection for NEPOOL with Hydro-Quebec <Phase II> and 

have negotiated with Hydro-Quebec a firm energy arrangement to 

utilize the expanded Interconnection facilities. The results 

of these studies Indicate that such an expansion of the 

Interconnection capacity will be beneficial to the New Englane 

utilities and to their respective customers. 

• 

• 

-3-

The portion of Phase II In the United States will consist 

of an extension of the Phase I DC transmission line from the 

proposed terminus of Phase I at the Comerford Statton through 

New Hampshire to a site In Massachusetts with a~d!t!onal 

terminal facilities Installed at that site to Increase the 

total transfer capacity between Hydro Quebec and NEPOOL from 

the 690 MH of Phase I to approximately 2000 MW. Reinforcements 

to the existing AC transmission system of New England Power and 

.to certain AC fac!IIUes of Boston Edison Company will also be 

required. The United States portion of the Phase II facilities 

will be designated as pool-planned facilities In the same 

manner as the United States portion of the Phase I facilities 

was so designated. 

Hydro Quebec and the Participants have agreed to enter Into 

a ten year energy contract for Phase II. Under that contract, 

the Participants would purchase, at favorable prices from Hydro 

Quebec. 7 Twh of energy per year. The Phase II energy will 

provide an opportunity to displace oil as a fuel for generation 

and should reduce consumers' annual fuel costs In New England. 

The commitment of Hydro Quebec to supply to the Participants 

this large amount of energy should also defer New England's 

need for expensive new generation. There Is also the potential 

for additional benefits from Phase II, such as energy banking, 

energy Interchange, and emergency transfer for mutual 

reliability purposes. 

----
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studies performed on behalf of and by NEPOOL show that the 

aggregate present value of these benefits Is expected to 

significantly exceed the cost of Phase II. The Phase I Support 

Agreements provide for allocation of participation In Phase II 

AtQ IAtA among all Participants based upon their proportionate 

shares of the 1980 NEPOOL load with provision for some 

preferential allocations to certain Participants Involved In 
Phase II. 

Each Participant acknowledges that It has been represented 

on the Executive and Planning Committees of NEPOOL that had 

responsibility for evaluating the feasibility of Phase II and, 

through this representation, actively participated In the 

decision of NEPOOL to go forward with Phase II. Furthermore, 

each Participant represents that It made Its own Independent 

Investigations and Inquiries as It deemed appropriate and did 

not rely upon representations <other than those contained In 

this Agreement) of New England Hydro or Its affiliates In 

deciding to enter Into this Agreement. 

The sharing of benefits among the Participants associated 

with Phase II Is set forth In the Use Agreement. The Use 

Agreement also permits each Participant to .ake Its own 

entitlement transactions with Hydro Quebec and to use the 

Interconnection for such transactions. Each Participant 

acknowledges that the benefits of participating In Phase II set 

forth In the Use Agreement are the fundamental consideration 

for Its signing of this Agreement and making the significant 

commitments to each other Participant specified herein. 

• 

-5-

The provisions of this Agreement cover the Phase II 

Massachusetts HVDc transmission line and terminal facilities In 

Massachusetts <the Transmission Facilities> as described In 

more detail In Attachment 8 hereto. In accordance with the 

provisions hereof, New England Hydro agrees to build, own, 

operate, and maintain_ the __ Transmission Facilities. Each 

Participant hereby agrees to support the construction, 

operation, maintenance, and capital costs of the Transmission 

Facll~tles In accordance with the provisions hereof. In 

connection with the HVDC transmfs.slon 11ne to be constructed by 

New England Hydro In Massachusetts, New England Power has 

agreed to lease rights-of-way to New England Hydro for the full 
term of this Agreement • 

All Improvements and reinforcements to AC transmission 

.systems In Massachusetts necessitated by Phase II are covered 

under the Phase II New England Power AC Facilities Support 

Agreement and the Phase II Boston Edison AC Facilities Support 
Agreement. 

The portion of the Phase II HVDC transmission line to be 

constructed In New Hampshire Is covered under the Phase II New 

. Hampshire Transmission Faclllt~es Support Agreement among New 

England Hydro-Transmission Corporation <New Hampshire Hydro>, 

an affiliate of New England Hydro, and the Participants. New 

Hampshire Hydro will build, own, operate, and maintain these 
New Hampshire Phase II facilities. 
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In view of the need to formalize the agreements among the 

parties at an early date so that <I> binding commitments with 

Hydro Quebec for Phase II may be aade, <II> binding commitments 

for ultimate construction and the financing of the United 

States portion of Phase II may be undtrtaktn consistent with 

the time schedule anticipated by NEPOOL and with the assurance 

that the Participants• commitments are In place and Clll> 

licensing activities may proceed on a schedule that enables 

completion of such construction consistent with the time 

schedule anticipated by NEPOOL, the following agreements are 

concurrently being entered Into Cthe •aaslc Agreements•> which 

collectively set forth rights and obligations with respect to 

the foregoing undertaking: Cl> this Agreement; C2> the Equity 

Funding Agreement for New England Hydro; <3> the Phase II New 

Hampshire Transmission Facllltlts Support Agreement; <4> the 

Equity Funding Agreement for New Hampshire Hydro; <S> the 

Phase· II New England Power AC Facilities Support Agreement; 

<6> the Use Agretment; <7> various amendments to the NEPOOL 

Agreement relating to the sharing of savings, capability 

responsibilities, and Pool transmission arrangements; and <B> 

the Phase II Boston Edison AC Facilities Support Agreement. 

In order to coordinate each Participant's participation In 

Phase II to the fullest extent possible, each Participant 

acknowledges that It Is to have the same participating Interest 

under each of these agreements: this Agreement, the Phase II 

New Hampshire Transmission Facilities Support Agreement, the 

.; 

• 

., 

-7-

Phase II New England Power AC Facilities Support Agreement, the 

Phase II Boston Edison AC Facilities Support Agreement, and the 

Use Agreement. Each Participant acknowledges that these 

agreements have been drafted with the overriding Intent to so 

coordinate participating Interests and that, notwithstanding 

any provision thereof that may be Interpreted to the contrary, 

the proper Interpretation of each of these agreements Is to be 

consistent with such overriding Intent. The Equity Funding 

Agreement for New Hampshire Hydro and the Equity Funding 

Agreement for New England Hydro have also been drafted to 

require actions of Equity Sponsors or their appointees 

affecting such participating Interests to be the same under 

each Equity Funding AgreeMent In order to also be consistent 

with such overriding Intent. 

During the term of this Agreement, New England Hydro shall 

limit Its activities to those necessary or desirable In 

connection with Phase II unless New England Hydro requests 

authority from the Advisory Committee for other acttvtttes and 

such authority Is granted. New England Hydro shall endeavor to 

obtain permanent debt financing at reasonable rates with 

maturities approximating to the extent practicable the then 

remaining useful life of the Transmission Facilities or to 

secure other advantageous financial arrangements. New England 

Hydro will limit Its equity Investment to a maximum of 4ot of 

Its total capital as of the Effective Date. During the time 

that New England Hydro has outstanding debt In Its capital 
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structure, New England Hydro shall use Its best efforts to 

continue to limit Its equity Investment to 401 of Its total 

capital; provided, howtver, that New England Hydro shall be 

under no obligation to so limit Its equity Investment In the 

event that, after the Date of Full Support Payment Cas defined 

In Section 13> the term of Its debt financing or other 

financing arrangements Is less than ten years. 

New England Hydro's common equity will be provided under 

.the Equity Funding Agreement by the Equity Sponsors thereunder 

Including New England Electric System <NEES> and those 

Participants or their authorized designees that qualify by 

having outstanding long-term debt securities rated at least one 

grade above the lowest Investment gradt rating as of the date 

so required under the Equity Funding Agreement. <The form of 

Equity Funding Agreement Is Included as Attachment G hereto.> 

The Equity Funding Agreement requires equity contributions to 

New England Hydro from Equity Sponsors up to a maximum of $140 

million unless Equity Spbnsors having an aggregate of 66-2/lt 

equ~ty participation agree to Increase such maxl.um. 

However, prior to the date that New England Hydro first 

calls for equity contributions from all Equity Sponsors, all 

equity of New England Hydro will be contrlbuttd by NEES. 

To provide assurance that adequate funds will be available 

to support the financing of the Transmission Facilities, each 

Participant has agreed, In accordance with Section 14 hereof, 

to an absolute and unconditional obligation to make payments 

• 

• 

, •.. ' . 
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hereunder and to meet all other commitments hereunder, 

Including but not limited to those of Section 19 hereof. In 

order to provide further assurance that adequate debt financing 

will be available to·New England Hydro, the Equity Sponsors 

have agreed In the Equity Funding Agreement to severally 

guarantee certain obligations under Section 19 hereof of 

certain Participants with respect to each debt financing of New 

England Hydro; provided that the several guarantees of the 

Equity Sponsors are subject to the limits as set forth In 

section 8 C and 0 of the Equity Funding Agreement for New 

England Hydro; and further provided that one or more Equity 

Sponsors or their appointees may voluntarily agree to guarantee 

additional amounts of obligations under such debt financing. 

During the term of each New England Hydro debt financing, any 

Participant which, on the commitment date of that financing, 

<a> had below Investment grade debt ratings on Its most junior 

long-term debt securities or did not have a debt rating, Cb> 

had not provided substitute credit enhancement In accordance 

with Attachment F, and cc> Is credit enhanced by Equity 

Sponsors for such financing, Is a Credit Enhanced Participant. 

In addition, any Participant which Is a credit enhanced 

participant under the Phase II New Hampshire Transmission 

Facilities Support Agreement Is also a Credit Enhanced 

Participant hereunder. 
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Section 2. Conditions Precedent to Effe,tlyeness 

The effectiveness of this Agreement, and all rights, 

obligations, and performance of the signatories hereunder, Is 

subject to <a> New England Hydro having executed this 

Agreement, <b> members of NEPOOL serving at least 66 2/3l of 

.the aggregate kllowatthour load served by all NEPOOL members In 

1980 <t> each having executed this Agreement and the other 

Baste Agreements <except for the two Equity Funding Agreements 

executed by the Equity Sponsors and the amendments to the 

NEPOOL Agreement> and Cit> each having satisfied the conditions 

precedent set forth below, <c> Equity Sponsors covering at 

least IOOl of New England Hydro's equity requirements having 

executed the Equity Funding Agreement with New England Hydro 

and covering at least 1001 of New Hampshire Hydro's equity 

requirements having executed the Equity Funding Agreement with 

New Hampshire Hydro, and <d> members of NEPOOL having executed 

the amendments to the NEPOOL Agreement for Phase II In order 

that such amendments may become effective to accordance with 

the NEPOOL Agreement. The signatories to this Agreement shall 

also sign and supply any required documentation under the 

Phase II New Hampshire Transmission Facilities Support 

Agreement, the Phase II New England Power AC Facilities Support 

Agreement, the Phase II Boston Edison AC Facilities Support 

Agreement. the Use Agreement, and amendments to the NEPOOL 

Agreement relating to Phase II. 

AJ 
1r1 

• 

• 
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By September 15, 1988, each signatory to this Agreement 

shall provide certificates and legal opinions from counsel 

satisfactory to New England Hydro, together with certified 

copies of related resolutions,- consents, approvals, 

authorizations, and other documents <Documentation> necessary 

to establish to the satisfaction of New England Hydro that all 

corporate and regulatory consents, waivers, approvals, 

authorizations and other actions necessary In connection with 

perform~nce by such signatory of Its obligations under the 

Agreement have been obtained and are In full force and effect, 

that the Agreement has been duly authorized, executed, and 

delivered by such signatory, and that It constitutes a binding 

commitment by the signatory enforceable In accordance with Its 

terms. Forms of Documentation acceptable to New England Hydro 

are Included In Attachment c hereto. Prior to signing this 

Agreement, each signatory has provided to New England Hydro a 

listing of all consents, waivers, approvals, authorizations, 

and other actions required for that signatory to deliver Its 

Documentation. 

Since Vermont Electric Power Company, Inc. <VELCO> and 

Massachusetts Municipal Wholesale Electric Company <MMHEC> 

represent a number of electric systems, In calculating their 

respective kllowatthour loads on Attachment A, they are deemed 

to have signed on behalf of those respective systems listed In 

Schedules I or II, respectively. By September 1, 1988, VELCO 

and MHHEC will provide New England Hydro with copies of 

contracts with those respective systems which Impose absolute 
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and unconditional obligations on such systems to pay their 

proportionate shares of all costs incurred under this Agreement 

by VELCO or HMHEC, respectively. By that date, VELCO and MHHEC 

will also provide to New England Hydro, as part of their 

Documentation, certificates, legal opinions <from counsel 

satisfactory to New England Hydro>, and other documents in form 

and substance satlsfactory to New England Hyd 
ro representing 

unconditionally that all consents, approvals, and 

authorizations have been obtained by their contracting systems 

in connection with each such system's perfor-.nce of its 

obligations under Its respective contract with VELCO or MMHEC 

and that each such contract lmposes absolute and uncondtttonal 

obligations on such systems to pay their proportionate shares 
of all costs lncurr d d h e un er t Is Agreement by VELCO or MMHEC, 

respectively, and has bten duly authorized, executed, and 

delivered and ts a binding commitment of such system 

·enforceab 1 e 1 n accordance wl th Its terms If I t 
· regu a ory 

approvals have not been obtained by September 1, 1988, such 

representations shall be conditioned upon receipt of regulatory 

approvals. VELCO and HHHEC will have until September 15, 1988 

to receive such approvals and make such representations 

unconditionally. In order that percentages of participation be 

consistent among the Baste Agreements, VELCO and MHHEC shall 

have their contracts with thelr contractlng systems cover the 

necessary commttments for each Baste Agreement. 

• 

• 
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All expenses In connection wit~ obtalnlng and delivering 

any Documentation under this Agreement, Including legal 

opinions, are to be borne by the signatory Incurring such 

expense. New England Hydro will have no responsibility for any 

expenses Incurred by VELCO and MMHEC In providing Documentation 

for their respective contracting systems. <All expenses of 

further Documentation Including legal opinions required for any 

financing by New England Hydro with an unaffiliated third party 

will be borne by the Participants In the same manner>. 

In the event that VELCO or MMHEC does not provide such 

contracts and Documentation by the aforementioned deadlines 

under this Agreement and similar contracts and documentation as 

required by the other Baste Agreements, for all electric 

systems shown on Schedules I or II, their respective 

kllowatthour loads on Attachment A will be automatically 

adjusted to equal the 1980 kllowatthour loads of those 

contracting electric systems for which the required contracts 

and Documentation have been provided. Promptly thereafter, New 

England Hydro will prepare and distribute an appropriately 

modified Attachment A with an additional column showing 

Participating Shares for all Participants and modified 

Schedules I and Ii. 

If MMHEC provides by December 31, 1985, to New England 

Hydro at MMHEC's expense an opinion of nationally recognized 

bond counsel <listed In the Blue Book> stating unequivocally 

that MMHEC Is not legally authorized to enter Into and perform 

the obltgattons of this Agreement on any basis other than as an 
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obligation payable solely from revenues derived by MMHEC under 

the contracts entered Into with Its contracting electric 

systems, then New England Hydro and the other Participants 

agree that MMHEC's liability hereunder shall be so limited. 

Otherwise, MMHEC's liability hereunder shall not be so limited 

and shall be on the same basts as that of the other 

Participants. 

VELCO and MMHEC hereby grant to New England Hydro, on a 

part passu basts with New Hampshire Hydro, New England Power 

Company, and Boston Edison Company, a security Interest In, and 

pledge of, their respective contracts with their respective 

systems covering Phase II, Including but not limited to all 

revenues derived or to be derived therefrom. VELCO and HMHEC 

also agree not to grant to any other party any lien upon, or 

pledge or assignment of revenues from, such contracts, except 

as required In connection with any financing by New England 

Hydro with an unaffiliated third party <Lender> or by New 

Hampshire Hydro with a Lender, or except with the approval of 

New England Hydro and New Hampshire Hydro, as required In 

connection with any financing by MMHEC, the proceeds of which 

ar~ to be applied exclusively by MMHEC to meet It~ obligations 

under Phase II, provided that such grant by MHHEC to tts third 

party lenders shall be on a Rl!1 ~basts with the Lenders, 

New England Hydro, New Hampshire Hydro, New England Power 

Company and Boston Edison Company, and provided further that 

MMHEC shall have Its third party lenders execute and deliver 

lntercredltor agreements acceptable to the Lenders, New England 

• 

• 
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Hydro, New Hampshire Hydro, New England Power Company and 

Boston Edison Company providing an appropriate allocation 

between MMHEC's third party lenders and the Lenders, New 

England Hydro, New Hampshire Hydro, New England Power Company 

and Boston Edison Company of payments made under HHHEC's 

contract wlth Its systems and Including appropriate notice 

provisions. VELCO and MMHEC will execute and deliver In a 

timely manner all Documentation requested by New England Hydro 

.to perfect such grants. 

Any signatory, that Is unable to provide all Documentation 

by the applicable deadlines required by this Section 2 or that 

falls to obtain any regulatory approval required to deliver 

such Documentation by the applicable deadlines, will not be a 

Participant under this Agreement and will not have any rights 

and obligations hereunder after the date of such deadline. All 

obligations of New England Hydro hereunder are subject to 

obtaining all regulatory approvals necessary for New England 

Hydro to charge the Participants In accordance with the terms 

of this Agreement. 

New England Hydro by written notice to all signatories may 

extend any deadline date specified In this Agreement to a later 

date, provided that any extension for longer than six months 

requires the consent of the Advisory Committee. 
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Section 3. Effectlye Date and Term 

Th!s Agreement shall become effect!ve <the Effect!ve Date> 

upon the last to occur of the follow!ng dates: 
(1) 

(111) 

the date that Part!c!pants serv!ng at least 

66 2/31 of the aggregate kllowatthour load !n 

1980 served by NEPOOL members have satlsf!ed all 

conditions precedent to effectiveness set forth 

In Section 2; 

the date that New England Hydro shall g!ve 

wr!tten notice to all Part!ctpants that !t has 

determ!ned <such notice to be promptly g!ven upon 

such determlnat!on> that all regulatory approvals 

necessary for It to charge the Part!ctpants !n 

accordance wtth the ter~s of th!s Agreement have 

been obtained and are no longer subject to appeal; 

the date on which New England Hydro shall g!ve 

wr!tten notice to all Participants that tt has 

determ!ned <such notice to be promptly gtven upon 

such determination> that all major regulatory 

approvals and licenses necessary for construction 

and operation of Phase II have been obtained and 

are no longer subject to appeal, unless New 

England Hydro and the Advisory Comm!ttee agree 

that this Agreement shall become effective before 

one or more of such approvals and licenses has 

been obtained and Is no longer subject to appeal; 

. ' 

• 

(IV) 

<v> 
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the date that New England Hydro first receives 

borrowed funds as part of a financing arranged 

wtth Lenders for constructton of the Transm!ss!on 

Fac111ttes; and 

the date that the last of the other Baste 

Agreements <excluding the Use Agreement> becomes 

effective or would become effective but for a 

condition that Its effectiveness Is subject to 

th!s Agreement becoming effective. 

Upon ~xecutlon and del!very of the Agreement by members of 

NEPOOL serving at least 66 2/31 of the aggregate k!lowatthour 

load In 1980 served by NEPOOL members, and notwithstanding any 

provision herein to the contrary, no signatory may termlnate 

!ts obligations hereunder except In accordance with prov!slons 

of this Agree111ent. 

Each Participant which Is also a participant under the 

Phase I Support Agreements shall exercise Its rights and take 

all actions under the Phase I Support Agreements to assure that 

the Phase I facilities are available to per~lt continued 

operation of Phase II. <In order to assure that Phase II Is 

. perm!tted to operate for a ful~ maximum term of fifty years, 

New England Hydro understands that New England Electr!c 

Transmission Corporation and Vermont Electric Transmission 

Company, Inc. have agreed to extend the provisions of the 

Phase I Support Agreements to the Phase II Participants to 

cover this time period.> 
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The Initial term of this Agreement shall expire thirty 

years from the Date of Full Support Payment as defined In 

Section 13. If <I> the Transmission Facilities are In 

commercial operation and <II> there are continuing commitments 

by Participants to support the full costs of the Transmission 

Facilities, a Participant at that time shall be entitled not 

less than two years prior to the expiration of the Initial term 

to elect to continue participation for an additional period not 

to exceed 20 years upon the terms and conditions of this 

Agreement. Such additional period Is to be determined by the 

Advisory Committee no later than two years and three months 

prior to the end of the tnlttal term. The Advisory Committee 

tn determlnl~g thts additional period shall take Into account 

the then remaining term of the Phase I Support Agreements. 

If all regulatory approvals authorizing New England Hydro 

to charge the Participants In accordance with the Support 

Charge described In Section 12 hereof are not received by 

June I, 1986, New England Hydro may thereafter eJect to 

terminate this Agreement by notice In writing to the 

signatories. 

Section 4. Partlclpatlnq Shares 

A. Allocatton. Each Participant shall have and be charged 

with a percentage Interest In all of the rights and obligations 

hereunder determined In accordance wtth this Section 4 <which 

Interest Is hereto referred to as Its "Participating Share">. 

------------------------------- ·····• ---· 
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The Participating Share of each Participant shall be 

computed both Initially and as changed from time to ttme In 

accordance with the terms hereof, by New England Hydro as 

hereinafter provided. Such computations shall be made as of 

the first day of any mo~th In which there Is a change tn the 

number of Participants or any change In the Interest of any 

Participant as hereto provided. The Initial computation of 

Participating Shares shall be made on the basts that each 

signatory to this Agreement as shown In Attachment A Is a 

Participant. After such lnttlal computation and before the 

Effective Date, each Partlctpant shall be entltled to transfer 

any or all of Its Partlclpatlng Share to one or more other 

Participants. On or before September 1, 1988, any Participant 

llsted In Attachment A who has transferred, or Intends to 

transfer, any or all of Its Participating Share to one or more 

other Participants listed In Attachment A must provide 

documentation to New England Hydro covering the transfer. The 

Initial computation Is to be recomputed on and as of the 

Effective Date on the basts that each signatory to this 

Agreement which has provided tiNely documentation of Its 

participation or transfer Is a Participant. Any such transfers 

of Participating Shares will be taken Into account after such 

recomputation. Any such transfer of Partlclpatlng Shares 

hereunder shall have no effect on the Interests, rights, or 

obligations of participants In Phase I. Subsequent 

computations are to be made thereafter as of the first day of 
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each month In which an Interest Is modified or terminated 

pursuant to any provision hereof. All computations shall be 

final unless there Is a manifest error. 

B. The Participating Shares on and as of the Initial 

computation will be calculated as follows: 

Cl> up to Sl to VELOO, If then ·a Participant; 

C2> up to 51 to Participants that serve "kllowatthour 

loads• In New Hampshire CNew Hampshire 

Participants>, If then Participants, <Apportioned 

on the basts of their relative •kllowatthour 

loads• In New Hampshire>; and 

C3> the balance <after deducting the percentages, If 

an~. under paragraphs B<l> and BC2> above, 

respectively> apportioned among all Participants, 

Including VELOO (If then a Participant> and the 

New Hampshire Participants Clf then Participants> 

on the basts of an Initial share allocation 

determined by the subscription process as 

described In Attach .. nt E. 

C. The term "kllowatthour load," as used herein, shall 

mean the sum of a Participant's 1980 kllowatthour sales as 

shown on Attachment A hereto. 

D. The precise percentages under B<l> and BCZ> shall be 

specified by VELCO and the New Hampshire Participants, on or 

before the date of signing this Agreement. 

• 
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Section 5. Relationship ampng Participants 

The rights and obligations of the Participants hereunder 

are several, In accordance with their respective Participating 

Shares, and not joint. The rights and obligations of New 

England Hydro hereunder are also several and not joint with 

those of the Participants, the Equity Sponsors, or any one 

thereof. There Is no Intention to create by this Agreement, or 

by any grant, lease, license, or activity related hereto, an 

association, joint venture, trust, or partnership or to Impose 

on New England Hydro or any Participant trust or partnership 

rights or obligations; and any such Implied Intention Is 

expressly negated. Except as expressly provided In this 

Agreement, no Participant shall have by virtue of this 

Agreement or of any such grant, lease, license, or activity the 

right or power to bind any other Participant without Its 

express written consent. 

Section 6. Pnp1ect control and Advisory Cgmmlttee 

Each Participant May designate In writing, Initially on or 

before June 1, 1986, and from time to time thereafter, a 

representative and an alternate representative to serve on the 

Advisory Committee. If a representative Is unable to attend, 

an alternate may attend In his or her place. The Advisory 

Committee shall have the power and responsibilities set forth 

In this Agreement and shall adopt Its own by-laws, provided 

that <I> voting shall be by Participating Shares at the time of 

the vote, <II> a vote of two-thirds or more of Participating 

Shares Is required to accept a New England Hydro proposal or to 
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take other affirmative action and a vote of more than one-third 

ts required to reject a New England Hydro proposal, and <ttl> 

one or more Participants having Participating Shares of at 

least lot In the aggregate may by reasonable written notice to 

all Participants call a meeting of the Advisory Committee. The 

Advisory Committee wtll advise New England Hydro on all major 

matters of concern to the Participants regarding the 

Transmission Facilities and Phase II. 

New England Hydro shall make prompt proposals for decisions 

on the following, and the Advisory Committee shall accept or 

reject these proposals for dectstons on the following: 

<t> Commencement of construction of the 

Transmission Factllttes; 

<tt> The ortgtnal design concept for the 

Transmission Facilities; 

<tit> <>verall project budget estimate for design, 

engineering and construction of the 

Trans•tsslon Facilities; 

<tv> Major changes to the ortgtnal design concept 

of the Transmtsston Factlttles that, based on 

reasonable engineering estimates, will 

Increase or decrease the cost by more than lot 

of the overall budget approved tn <ttl> above 

or might have a significant detrimental effect 

on reliability or availability; any changes 

whether changes to the original design concept 

or otherwise that wtll result tn an Increase 

-23-

tn the cost to more than loot above the 

Initial overall project budget approved In 

<Ill>, which will require an affirmative vote 

of at least SOt to accept the changes, or an 

affirmative vote of a percentage less than SOt 

In the event that only one Participant 

<subsidiaries of Northeast Utilities shall be 

treated as a single Participant for thts sole 

purpose> having more than 20t casts a negative 

vote; 

<v> General terms of major contracts In excess of 

$25 mill ton; 

<vi> Capital additions to the Transmission 

Facilities In excess of $5 million; 

<vlt> Major changes In operation and maintenance of 

the Transmission Facilities that will Increase 

operation and maintenance costs 'by more than 

lOt of previous year's actual operation and 

.atntenance costs or might have a significant 

detrimental effect on reliability or 

availability; 

<vtll> Delay, restriction, suspension, termination or 

cancellation of planning or construction, or 

shut down of Transmission Facilities, for a 

period of stx months or longer or permanently 

under Section 16; 
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<lx> The term of any New England Hydro debt 

financing or any other financial arrangements 

<other than any construction financing> with a 

principal amount In excess of $25 million, 

provided that such term must be between 5 and 

30 years; the Advisory Committee may reject 

the proposed term only If It Is less than 10 

years and Is unreasonable or Impracticable; 

New England Hydro shall consult with the 

Advisory Committee on the other principal 

terms of such flnanclngs and any construction 

financing and shall use reasonable efforts to 

accommodate their reasonable requests; 

<x> The target date for commercial operation of 

the Transmission Facilities for purposes of 

Section 138 which shall be determined at least 

90 days before the Effective Date; and 

<xl> Such other matters as are specified elsewhere 

In this Agreement. 

If New England Hydro makes a proposal for a decision from 

the Advisory Committee and the Advisory Committee falls, 

however, to accept or reject such proposal within thirty days, 

the Advisory Committee shall be deemed by New England Hydro to 

have approved New England Hydro's proposal and New England 

Hydro may Immediately proceed to Implement Its proposal. 

Each Participant shall be responsible for all of Its 

expenses related to membership on the Advisory Committee. 

.) 

., 
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This Section shall be effectlve.on June 1, 1986, 

notwithstanding that the Effective Date has not yet occurred. 

Section 7. peslgn and Construction of the Transmission 
Facl!ltles 

Except for those areas of responsibility assigned to the 

Advisory Committee as specified In Section 6, New England Hydro 

shall be responsible for the design, engineering, procurement, 

Installation, and all other aspects of the construction of the 

Transmission Facilities, and any modifications or additions 

made to the Transmission Facilities at any time before or after 

completion of the Transmission Facilities, all In accordance 

with good utility practice for the benefit of all Participants, 

the objective being to achieve an appropriate balance among 

minimization of construction cost, minimization of operation 

and maintenance cost, licensing and environmental 

considerations, and safety and reliability of service. In 

carrying out these activities, New England Hydro may utilize 

the services of Its affiliates and may also select and employ a 

financial adviser, legal counsel, design engineering firm, a 

construction engineering firm, consultants, and such other 

firms as It considers desirable. To the extent services are 

performed by an affiliate of New England Hydro, such affiliate 

will charge on the same basis that It would charge Its costs to 

other affiliates pursuant to the rules and regulations of the 

securities and Exchange Commission <SEC> under the Public 

Utility Holding Company Act of 1935 <the 1935 Act>. 
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In order for the Advisory Committee to meet Its 

responsibilities as specified In Section 6, New England Hydro 

will provide all necessary Information reasonably requested by 

the Advisory Committee. During the course of the work, New 

England Hydro shall furnish quarterly reports to all 

Participants with respect to the progress of the work. and an 

annual report to all Participants of actual and estimated 

construction expenditures for the Transmission Facilities. 

New England Hydro Intends, consistent with good utility 

practice, to construct the Transmission Facilities on a 

schedule that pennlts the commercial operation of Phase II by 

September 1, 1990. However, New England Hydro does not 

represent that construction will be completed by such date or 
any other date. 

~~fl~ !· Operation and Maintenance gf the Transmission FactiUies 

Except for those·areas of responsibility assigned to the 

Advisory Com.lttee as specified In Section 6, New England Hydro 

shall be responsible for the operation and maintenance of the 

Transmission Facilities In accordance with good utility 

practice for the benefit of all Participants, the objective 

befog to operate the Transmission Facilities as efficiently, 

economically, safely, and reliably as feasible. New England 

Hydro shall use Its best efforts to coordinate the operation 

and maintenance of the Transmission Facilities with the 

operation and maintenance of the Phase I facilities and other 

Phase II facilities. In carrying out these activities, New 

• 

•• 
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Engl.and Hydro may utilize the services of Its affiliates and 

may also select and employ a financial adviser, legal counsel, 

consultants, and such other firms as It considers desirable. 

In furtherance of Its responsibility, New England Hydro may 

from time to time designate a company, which need not be a 

Participant, to operate and maintain the Transmission 

Facilities. To the extent services are performed by an 

affiliate of New England Hydro, such affiliate will charge Its 

,costs on the same basis that It would charge to other 

affiliates pursuant to the rules and regulations of the SEC 

under the 1935 Act. 

In order for the Advisory Committee to meet Its 

responsibilities as specified In Section 6, New England Hydro 

will provide all necessary Information reasonably requested by 

the Advisory Conmlttee. 

After the Transmission Facilities are placed In commercial 

operation, New England Hydro shall furnish quarterly reports to 

all Participants with respect to the operation and maintenance 

of the Transmission Facilities and an annual report to all 

Participants of estimated operation and maintenance expenses. 

Section 9. New England Hydro Relationship to Participants 

In carrying out Its responsibilities hereunder, New England 

Hydro agrees that It shall use Its best efforts to act for the 

collective benefit of all Participants and New England Hydro. 

to Include In Its contracts with Independent contractors the 

· customary provisions for assuring professional and workmanlike 

performance, Including warranties, Insurance coverage and other 
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protections consistent with good utility practice, and to 

enforce Its rights under such contracts against the other 

contracting parties to the extent reasonable, reserving the 

discretion to settle claims on a reasonable basts. All costs 

of construction, Including damages caused by the risks of 

negligence <other than gross negligence> and other risks of 

construction In excess of the recoveries obtained from 

offending parties or Insurers, shall be Included as part of 

Investment In the Transmission Facilities Cas defined In 

Section 12 below> and all costs of operating the Transmission 

Facilities, Including damages caused by risks of negligence 

Cother than gross negligence> or other risks of operation In 

excess of any recoveries obtained from offending parties or 

Insurers, shall be Included In New England Hydro's operating 

costs Cas defined In Section 12 below>. 

Section JO Payment for Preltmlnarv Opsts 

New England Hydro agrees to pay those New England utilities 

that Initially paid for costs related to the Transmission 

Facilities Incurred under the Preliminary Quebec 

Interconnection Support Agreement- Phase II Cthe Preliminary 

Agreement> that are determined by New England Hydro to be 

capitalizable costs of the Transmission Facilities, In 

accordance with the Uniform System Cas defined hereinafter In 

Section 12>. It Is understood that It Is the Intention of New 

England Hydro and the Participants for all costs related to and 

allocated to the Transmission Facilities Incurred under the 

Preliminary Agreement, to be capitalized to the extent 

'. 
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permitted In accordance with good utility practice. Hlthln 

ninety days after the Effective Date, New England Hydro agrees 

to make the repayment with Interest calculated from the 

original date of payment using the monthly average rate on one 

month commercial paper as published In the Federal Reserve 

Bulletin. for each month during such time period. 

Section 11. Transmission and Other Serylces. 

In accordance with good utility practice, New England Hydro 

w111 make the Transmission Facilities available for the 

Participants for transmission ser.vlces as part of Phase II. 

New England Hydro hereby grants to each Participant an 

exclusive right to use Its Participating Share of the 

Transmission Fac111tles In accordance with the Use Agreement. 

New England Hydro agrees that It will serve as an agent or 

In other similar capacity for any Participant that so requests 

for the buying or selling of power to be transmitted over the 

Transmission Facilities as an entltle .. nt transaction with 

Hydro-Quebec pursuant to the terms of the Use Agreement or 

otherwise, provided, however, that a for.al written contract 

with terms and conditions, Including compensation for services, 

satisfactory to New England Hydro Is executed and delivered . . 
prior to performance of such services. 

Section 12, Support Charge 

Commencing In the month of the Date of Full Support Payment 

cas defined In Section 13> and In each month thereafter, each 

Participant shall pay In accordance with Section 13 Its 

Participating Share of a monthly Support Charge In an amount 

•:- M 
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determined In accordance with this Section 12, plus a credit 

enhancement charge calculated In accordance with Attachment F. 

The Support Charge shall be equal to New England Hydro's total 

cost of service related to the Transmission Facilities for such 
month. 

The atotal cost of service related to the Transmission 

Facilities" for any month commencing with the month In which 

the Date of Full Support Payment occurs shall be the sum of <a> 

New England Hydro's operating expenses for such month with 

respect to the Transmission Facilities, plus <b> an amount 

equal to one-twelfth of the composite percentage for such month 

times the average net rate base for the Transmission 

Facilities, less <c> Investment earnings of the Debt Service 

Fund, as defined In Section 18, realized by New England Hydro, 

less <d> any other Income received by New England Hydro 

resulting from costs or rate base supported by the Participants 

other than Income received pursuant to <a>, <b>, or <c> above 

or Credit Enhancement Charges and other lncoae allocated to 

Equity Sponsors elsewhere under this Agreement. If a Support 

Charge payment under Section 13 Is to be calculated from a date 

other than the first day of a month, an appropriate proration 

of the amount determined In <b> above shall be made for such 

payment only. 

•uniform System" shall mean the appropriate Uniform System 

of Accounts prescribed by the Federal Energy Regulatory 

Commission <FERC> for Public Utilities and Licensees, as from 

time to time In effect. 

• i ,_ 
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New England -Hydro's "operating expenses• shall Include all 

amounts related to the Transmission Facilities and properly 

chargeable to expense accounts less any applicable credits 

thereto, In accordance with the Uniform System, Including but 

not limited to operation and maintenance expense such as rent 

on leased property and administrative and general expenses, 

state and Federal Income and franchise taxes, property taxes, 

payroll taxes, any other taxes not based on Income, and 

depreciation and/or amortization expense; It being understood 

that unless the FERC, upon application by New England Hydro, 

authorizes a shorter depreciation and/or amortization period, 

for purposes of this Agreement depreciation and/or amortization 

shall be at a rate sufficient to recover the Investment In the 

Transmission Facilities <Including estimated cost of removal 

less any salvage value which salvage value, for the purpose of 

calculating such depreciation and/or amortization, will not 

exceed the amount of cost of removal> over the greater of: <I> 

ten years from the Date of Full Support Payment or <II> the 

term of New England Hydro's permanent debt flnanclngs or other 

permanent financing arrangements related to the Transmission 

Facilities, adjusted for multiple maturities and repayment 

schedules; and It also being understood that rents on leased 

property shall Include the rental of property or property 

rights related to the Transmission Facilities from any 

Participant with rent based on book value. In addition, each 

Participant will pay to New England Hydro, and New England 

Hydro will pay to New England Power Company, for the benefit of 

[)i~rff'¥Jf: ; ;; --S?- - -·- -- --- - - . a= __ .. --~"""-~ _ ~- _ _ _ _ _ ~ 
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Its customers, such Participant's Participating Share of a 

monthly charge of $49,000 to compensate New England Power for 

the lost capacity on Its Massachusetts right-of-way, provided 

however that no such charge shall be paid during such time as 

construction or operation Is suspended on account of a defect 

In title for such_rfghts-of-way. Thf allowance for state and 

Federal Income taxes Included In operating expenses shall 

reflect the normalization of timing differences and the flow 

. through of permanent differences between book Income and tax 

Income. New England Hydro, as the tax owner of the 

Transmission Factltttes, will be entitled to the benefits and 

subject to the burdens of such ownership for tax purposes. The 

allowance for state and Federal Income taxes included tn 

operating expenses shall include a provision for taxes on 

dividends received by stockholders, calculated at the then 

current statutory rate for corporate stockholders. 

The "investment tn the Trans•tsston Facilities• shall be 

the aggregate amount tnEurred at any tt .. either before or 

after commercial operation of the Trans•tsston Facilities which 

relates to the Transmission Facilities and Is properly 

chargeable to New England Hydro's utility plant accounts In 

accordance with the Uniform System. The Investment tn the 

Transmission Facilities shall also Include operating expenses 

Incurred prior to the month In which the Date of Full Support 

Payment occurs and an allowance for funds used during the 

period prior to the Date of Full Support Payment <AFDC> accrued 

on the Investment In the Transmission Facilities. The AFDC 

• 

.. 

•• 

rate shall be calculated pursuant to the last FERC approved 

AFDC formula Including In construction work In progress all 

Investment In the Transmission Facilities prior to the Date of 

Full Support Payment and using 14 percent as the return on 

equity for such calculation. 

"Composite percentage" shall be computed as of the last day 

of each month <the "computation date">. "Composite percentage" 

as of a computation date shall be the sum of <I> Return on 

Equity then In effect multiplied by the percentage which equity 

Investment as of such date Is of the total capital as of such 

date; plus (If> the average monthly effective Interest rate per 

annum of each principal amount of Indebtedness outstanding on 

such date for money borrowed, whether long term or short term, 

multiplied by the percentage which each such principal amount 

Is of total capital as of such date. The effective Interest 

rate shall take Into account premiums, discounts, fees, and 

other costs that are related to the Indebtedness. 

•Return on Equity• shall be the return on equity on file 

with the FERC and In effect under The Federal Power Act. 

"Equity Investment" as of any date shall consist of the sum 

of <I> all amounts theretofore paid to New England Hydro for 

all capital stock theretofore Issued, plus all capital 

contributions, less the sum of any amounts paid by New England 

Hydro In the form of stock retirements, repurchases or 

redemptions or return of capital Including liquidating 

dividends; plus <II> any credit balance In the capital surplus 

account not Included In <I> and any credit balance In the 
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earned surplus <retained earnings> account on the books of New 

England Hydro as of such date. 

"Total capital" as of any date shall be the equtty 

Investment plus the total of all Indebtedness then outstanding 
for money borrowed. 

From the Date of Full Support Payment until the first to 

occur of June 30 or December 31 thereafter, the •average net 

rate base" for the Transmission Facilities shall be the average 

of the net rate base determined as of the Date of Full Support 

Payment and the first to occur of June 30 or December 31 

thereafter. Thereafter, for subsequent months of January 

through June, average net rate base shall be the average of the 

net rate base as of the preceding December 31 and the following 

June 30. For other months, average net rate base shall be the 

average of the net rate base as of the preceding June 30 and 

the followlng.December 31. The •net rate base• shall consist 

of <t> the Investment In the Transmission Faclltttes, less <It> 

the amount of any accumulated provision for depreciation and 

amortization related to the Investment In the Transmission 

Facllttles, less <or plus> <ttl> the aMOunt of any reserve for 

deferred Income taxes received <or pat~> by New England Hydro, 

such deferred Income taxes to Include deferred tncome taxes due 

to accelerated depreciation, construction tax beneftts, and any 

other book/tax timing differences related to the Transmission 

Facilities, less <lv> the amount of any unamortized Investment 

tax credits <ITC>. plus <v> such allowances related to the 

Transmission Factltttes for materials and supplies, prepaid 

• 
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ttems and cash working capttal as may from ttme to tiMe by 

determined by New England Hydro, as reasonably necessary and tn 

accordance wtth accepted uttltty accounting practice, plus <vi> 

the amounts held In the Debt Service Fund, as described In 

Section 18. New England Hydro shall normalize ITC over the 

depreciation and/or amortization period relating to the 

Transmission Facilities. Any allowance for cash working 

capttal shall be Jtmtted to that not sufficiently recovered 

through the use of estimated billing for the current month. 

Section 13. payments 

A. Commencing on or about the Date of Full Support Payment 

and for each month thereafter, New England Hydro will render to 

each Participant an Invoice for tts Participating Share of the 

Support Charge and the Credit Enhancement Charge, If any, for 

such month calculated on an estimated basts for the current 

month and subject to corrective adjustment In subsequent 

months. Unless New England Hydro ts prevented by circumstances 

beyond Its reasonable control, New England Hydro shall use Its 

best efforts to render final bills within two years after the 

end of the calendar year In which the estimated bill was 

rendered. New England Hydro will also render to each 

Participant an Invoice or notice for Its Participating Share of 

any amounts due under this Agreement <other than monthly 

Support Charge and the Credit Enhancement Charge> Including but 

not limited to payments to be made under Sections 15, 16, 17, 

and 200. 
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Each Participant shall promptly pay to New England Hydro 

the amount shown on any tnvotce submitted under thts Section. 

New England Hydro will date and mat! monthly tnvotces for the 

Support Charge and Credtt Enhancement Charge, tf any, on or 

about the 25th day of the month for the comtng month and thts 

Invoice shall be due and payable by the 15th day of the coming 

month and If not patd wlthtn that time pertod shall bear 

Interest compounded -anthly from the ftrst day of the month In 

whtch payment Is due to the date when payment ts made at an 

annual rate equal to two percent <21> over the current Interest 

rate on prtme commercial loans from time to time In effect <the 

Base Rate> at the prtnctpal office of The First National Bank 
of Boston. 

Any tnvotce or nottce for payments due under this Agreement 

<other than a monthly Support Charge and Credit Enhancement 

Charge Invoice>, that Is not patd when due under this Agreement 

shall bear Interest compounded monthly from the matllng date of 

the Invoice to the date when payment Is mad~ at an annual rate 

equal to two percent <zt> over the Base Rate at the principal 

offtce of The Ft.rst National Bank of Boston. 

B. The "Date of Full Support Payment" shall be the later 

of Ct> the target date for commercial operation of the 

Transmission Factltttes as determined by the Advisory 

Committee, or <tt> the date on which the Transmission 

Factlttles are ready for commercial operation, but tn no event 

later than one year after the date spectfted tn subpart <t> 

above unless an extension Is agreed to tn wrtttng by all 

-~: --~~;~~·pP.I~--s~~~~ 
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Lenders. However, tf all of Phase II commences commercial 

operation prior to the target date spectfted In subpart <I> 

above, the "Date of Full Support Paymentu shall be the date on 

whtch Phase II Is tn commercial operation. 

Section 14. Character of Payment Obligations 

The obligations of each Participant to make payments 

hereunder, and to perform and observe all other agreements on 

tts part contained heretn, are absolute and unconditional and 

shall not be affected by any circumstance, Including, without 

limitation, <I> any Insolvency, composition, bankruptcy, 

reorganization, arrangement, liquidation or stmtlar proceedings 

relating to New England Hydro, the Participant, any other 

Participant, any Equity Sponsor, or any affiliate thereof, Cit> 

any failure of the Transmission Facilities to operate for any 

reason, Including but not llmtted to the failure of 

Hydro-Quebec to sell electric power to the Participants, <ttl> 

any damage to or destruction of the Transmission Facilities, 

Including but not limited to any defect In the title, quality, 

condttton, design, operation, or fitness for use of, or any 

loss of use of, all or any part of the Transmission Facilities, 

Clv> any Interruption or prohtbttton of the ~se or possession 

by New England Hydro of, or any ouster or dtspossesston by 

paramount tttle or otherwise of New England Hydro from, all or 

any part of the Transmission Facilities, or any Interference 

with such use or possession by any governmental agency or 

authority or other person or otherwise, <v> any tnabtllty to 

use the Transmtsston Factltttes because a necessary license or 
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other necessary :public authorization cannot be obtained or Is 

revoked, or because the utilization of such a license or 

authorization Is made subject to specified conditions which are 

not met, <vi> any Invalidity or unenforceabllity or 

disaffirmance by Ne~ England Hydro or any Participant of any 

provision of this Agreement or any failure, omission, delay, or 

inability of He~ England Hydro to perform any of its 

obligations contained herein, <vii> any amendment, extension, 

or other change of, or any assignment or encumbrance of any 

rights or obligations under, this Agreement, or any ~aiver or 

other action or Inaction, or any exercise or nonexercise of any 

right or remedy, under or in respect to this Agreement, <viii> 

any inability of the Participant or any other Participant to 

obtain regulatory approvals for financing Its Participating 

Share of any obligations under this Agreement or for meeting 

any other obligations under this Agreement, or Ctx> any 

t·nabtlity to start, cOIIIPlete, or use the Transmission 

Facilities due to any other circumstance, happening, or event 

whatsoever, whether foreseeable or unforeseeable and ~hether 

similar or dissimilar to the foregoing, It being the Intention 

of the parties hereto that all amounts payable by each 

Participant in respect of this Agreement shall begin to be 

payable and shall continue to be payable in all events In the 

manner and at the time herein provided; provided, ho~ever, that 

nothing In this Section 14 shall <a> prevent a Participant from 

transferring Its Interests and obligations hereunder to another 

Participant prior to the Effective Date, or Cb> impose any 

• 
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continuing liabilities or obltgatlpns on said transferring 

Participant with respect to this Agreement Incurred or relating 

to the period of time after said transferring Participant's 

Participating Share has been reduced to zero. In that 

connection, each Participant hereby waives, to the extent 

permitted by applicable law, any and all rights which it may 

no~ have or which may at any time hereafter be conferred upon 

It <other than those expressly conferred in this Agreement>. by 

statute or other~ise, to terminate, cancel, or surrender any of 

its obligations under this Agreement, and agrees that If, for 

any reason whatsoever, this Agreement shall be terminated in 

whole or in part by operation of law or other~ise, each 

Participant will nonetheless promptly pay to New England Hydro 

amounts as required by Section 16 of this Agreement. 

Notwithstanding the character of the above payment 

obligations, when the net proceeds from a total taking of the 

Transmission Facilities in an eminent domain proceeding or from 

Insurance in the event of conplete destruction of the 

Transmission Facilities have been received by New England Hydro 

In an amount equal to or greater than the a.ounts then due 

hereunder from the Participants, then no payment shall be 

required. 

Section 15, pefault 

A. If any of the following events <Events of Default> 

shall occur and be continuing: 

<I> a Participant shall fall to pay when due any 

amount which it has agreed to pay under any 
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provision of this Agreement, and such failure 

shall continue for more than 10 days after 

written notice thereof has been given to such 

Participant by New England Hydro; or 

<tt> a Participant shall fall to supply In 

accordance with the terms hereof any 

documentation required by New England Hydro tn 

connection wtth financing with Lenders by New 

England Hydro <for VELCO and MHHEC, this 

Includes documentation for their respective 

contracting electric systems>, and such failure 

shall continue for more than 30 days after 

wrl.tten notice of such failure has been given 

to such Participant by New England Hydro; or 

<ttl> a Participant shall admit tn writing Its 

Inability to pay Its debts, or shall make a 

general assignment for the benefit of Its 

creditors; or any proceeding shall be 

Instituted against a Participant <and Is not 

dismissed within sixty days>, or by a 

Participant, seeking to adjudicate It a 

bankrupt or Insolvent, or seeking 

reorganization, arrangement, adjustment, or 

composition of It or Its debt under any law 

relating to bankruptcy, Insolvency or 

reorganization or relief of debtors or seeking 

appointment of a receiver, trustee, or other 

.j 
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stmflar official for It or for any substantial 

part of Its property; or If a Participant shall 

take any action to authorize any of the actions 

set forth In this subsection <Itt>; or 

<tv> pr·lor to the retirement of the last amount of 

New England Hydro's debt and prior to the 

reduction of New England Hydro's equity 

Investment to an amount less than or equal to 

10% of Its highest previous amount, a 

Participant shall fall. to make a payment of 

principal under any bank loan or other 

obligation for borrowed money <Including 

financing leases or other similar arrangements> 

exceeding the lesser of $1 million or 51 of 

such Participant's total capitalization, which 

failure Is not excused or cured within the 

earlier of 30 days or the acceleration of the 

maturity thereof; or 

<v> a Participant shall fall to perform any other 

obligation under this Agrtement In accordance 

with the terms hereof, and such failure shall 

continue for more than 30 days after written 

notice thereof has been given to such 

Participant by New England Hydro; or 

<vt> a Participant shall experience an event of 

default under any of the other Basic Agreements 
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or under any of the baste agreements for 

Phase I listed tn the first paragraph of 

Section 1; then, and In any such event, In 

addition to any other rights or remedies that 

It may have against such Participant by reason 

thereof, New England Hydro shall, by written 

notice to such Participant, terminate all 

rights of such Participant under this Agreement 

as of the date of such Event of Default. New 

England Hydro may wtth the approval of the 

Advisory Committee watve any Event of Default 

hereunder or grant extensions of ttme to cure 

any Event of Default. 

B. Immediately upon termination of the rights of a 

Participant pursuant to A above: 

<I> If such terminated Participant was then a 

Credit Enhanced Participant, then New England 

Hydro shall allocate the Participating Share of 

the terminated Participant to the Equity 

Sponsors or their appointees In proportion to 

the Equity Sponsors• then respective equity 

percentages: 

(II> If such terminated Participant was not then a 

Credit Enhanced Participant, then New England 

Hydro will offer the Participating Share of the 

terminated Participant as of the date of the 

termination to the Equity Sponsors or their 

• 1 
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appointees and upon acceptance of the offer 

will allocate the Participating Share tn 

accordance with the acceptance <If the offer ts 

oversubscribed by Equity Sponsors, the 

allocation wlil be made In proportion to such 

Equity Sponsors• then respective equity 

percentages>: provided that, If such 

Participating Share Is not so completely 

allocated, then New England Hydro will offer 

such unallocated Participating Share to 

Participants whose most junior long-term debt 

securities are then rated at least one grade 

above Investment grade or, tf not so rated, who 

have obtained the consent of all New England 

Hydro's Equity Sponsors (If the offer Is 

oversubscribed, the allocation will be made In 

proportion to respective participating shares>: 

and provided further that such Equity Sponsors 

or their appointees or Participants receiving 

such an allocation accept an equal support or 

participating share under the Phase II New 

England Power AC Facilities Support Agreement, 

the Phase II Boston Edison AC Facilities 

Support Agreement, and the Phase II New 

Hampshire Transmission Facilities Support 

Agreement; and 
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Clll> the Equity Sponsors or tnelr appointees that 

have been allocated Participating Shares under 

B Cl> or Cll> above or any Participants that 

have been alloc.ated Participating Shares under 

B Cll> above or New England Hydro, If no such 

allocation Is made, shall be entitled to 

receive In accordance with the Use Agreement 

from the escrow agent as liquidated damages the 

allocated share of all Phase II amounts 

retained under the Use Agreement on or after 

the date of such termination for the account of 

such terminated Participant. 

C. The ter•lnated Participant shall lnned!ately pay either 

<1> If an allocation Is made under Section 158, to the Equity 

Sponsors or their appointees or any Participants that have 

received such allocation or Cll> otherwise, to New England 

Hydro, In addition to any other amounts due under any 

provisions of this Agreement, an aaount equal to Its 

Participating Share of the Investment In the Transmission 

Facilities <Including any cost of removal and disposal> less 

any depreciation and amortization relating to the Transmission 

Facilities to the date of such payment. New England Hydro will 

credit any such amounts It receives from the terminated 

Participant for the benefit of the Equity Sponsors. 

D. New England Hydro or any Equity Sponsor or any 

Participant shall be free to InvoKe such remedies at law or In 

equity as may be deemed appropriate against any Participant 

that defaults under this Agreement. 

• 'I 
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Section 16. Delay, Suspension, Termination, Cancellation, or 
Shutdown 

If at any time New England Hydro determines that continued 

planning, construction, or operation of the Transmission 

Facilities Is not advisable for any reason New England Hydro 

deems appropriate, It may, after written notice to all 

Participants, delay, restrict, or suspend planning, 

construction, or operation, or shut the Transmission Facilities 

down for a period of less than six months. In accordance with 

Section 6, the Advisory Conmlttee has responsibility for 

accepting or rejecting a proposal submitted by New England 

Hydro recommending a delay, restriction, suspension, 

termination, or cancellation of planning or construction, or 

shut down of the Transmission Facilities for a period of six 

months or longer or permanently. In any case In which New 

England Hydro determines that safety considerations require an 

Immediate shutdown, It shall proceed without consultation with 

the Advisory Committee or written notice to the Participants. 

If the Advisory Comalttee has determined that <I> planning 

or construction of the Transmission Facilities Is to be 

terminated or cancelled, or Cll> the Transmission Facilities 

are to be permanently shutdown, then New England Hydro shall 

give each Participant not less than ninety days advance written 

notice of any such event. Each Participant shall pay to New 

England Hydro within such notice period an amount, as specified 

In such notice and calculated as of the date of the event so 

notified, equal to the greater of: 
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<a> tts Parttctpattng Share of the tnvestment tn the 

Transmtsston Factlttles <less any deprectatlon 

and amortization to the date of payment> 

together wtth all costs relating to or resulttng 

from such termtnatlon, cancellation or permanent 

shutdown, tncluding any premiums and penalties 

incurred because of the early retirement of any 

tndebtedness and further lncludtng without 

ltmitation any costs of total or partial 

demolttlon and dtsposal of the Transmission 

Factltttes net of any actual salvage value 

received by New England Hydro Including the 

proceeds from any sale and net of the actual 

proceeds received by New England Hydro from any 

condemnation proceeding or Insurance for 

destructton; or 

<b> its Parttctpattng Share of the then total 

capttal of New England Hydro plus any premiums 

and penalttes tncurred because of the early 

retirement of any financtng plus wtthout 

ltmttatton any costs of total or parttal 

demolttton and dtsposal of the Transmtsslon 

Faclltties net of any actual salvage value 

received by New England Hydro Including the 

proceeds from any sale and net of the actual 

proceeds recetved by New England Hydro from any 

condemnation proceedtng or Insurance for 

destruct! on. 

• t 
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If New England Hydro and the Advtsory Committee agree on 

the dectslon to terminate, cancel or permanently shutdown the 

Transmission Facilttles under thts Sectton 16, New England 

Hydro shall have and retain, upon termlnatton of this 

Agreement, the rtght to sell the Transmtsslon Facilities at 

fatr market value to any NEES affiliate of New England Hydro. 

Any amounts received from such sale shall be considered salvage 

value under <a> or <b> above. If New England Hydro's 

recommendation to terminate, cancel or permanently shutdown Is 

not adopted by the Advisory Committee, New England Hydro shall 

be patd an amount determtned In accordance wtth this Section 16 

and If directed by the Advisory committee shall transfer Its 

rights, assets, and obligations related to the Transmission 

Factltttes to the Participants or any group or designee 

thereof. New England Hydro's lease of the rtght-of-way shall 

be assigned tn connection with such transfer. 

If New England Hydro ts paid such IUIIOunt and transfers Its 

rights, assets, and obltgattons related to the Transmission 

Facllttles to the Participants or any group or designee 

thereof, New England Hydro shall refund any costs of total or 

parttal demolition and disposal of the Transmission Facilities 

to such Partlctpants or group or destgnee thereof. 

Section 17. Termination by New England Hydro 

If at any time New England Hydro elects and so notifies In 

wrlttng all Participants that, as a result of a default under 

Section 15, the Parttclpatlng Share of a terminated Participant 

cannot be allocated to Equity Sponsors or their appointees or 

I I 
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other Participants pursuant to Section 158 and the aggregate of 

the Participating Shares of all nontennlnated Participants Is 

less than loot, each such other Participant's participation 

hereunder shall terminate on a date <effective date of 

termination> not less than 90 days after the date of Nev 

England Hydro's written notice, and each such other Participant 

on or before the effective date of termination shall pay to Nev 

England Hydro an amount calculated In accordance vlth the 

second paragraph of Section 16. 

Upon termination of this Agreement pursuant to this Section 

17, Nev England Hydro shall offer each Participant vhlch 

<I> vas not a terminated Participant Immediately prior to 

termination of the Agreement pursuant to this Section 17 and 

<Ill has paid all amounts due under the first paragraph of this 

Section 17, an opportunity to participate In a nev support 

agreement, .provided that all participants In such nev support 

agreement agree to pay loot of the costs of service of Nev 

England Hydro. The nev support agreement wJll have a tenn 

equal to the remaining ter• of this Agreement. Other 

provisions of the new support agreement vlll be substantially 

similar to those In this Agreement. The Investment In the 

Transmission Facilities under the nev support agreement shall 

be reduced by any amount received as termination payments 

hereunder vhlch would be properly applied to utility plant 

accounts In accordance with the Uniform System less any costs 

of termination or premiums or penalties Incurred because of the 

early retirement of any financing of New England Hydro. Any 

" 

• 

• 

•• 
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participant In the new support agreement shall also be a 

supporter of the AC facilities of New England Power and Boston 

Edison Company and the transmission facilities of New Hampshire 

Hydro. 

No termination of this Agreement shall relieve any party of 

any obllgatton_arlslng prior to making the payment to New 

England Hydro required by the first paragraph of this 

Section 17. In addition, notwithstanding the termination of 

this Agreement for other purposes, this Agreement shall 

continue In effect to the extent necessary to provide for 

paying all "windup costs• and final billings, billing 

adjustments and payments. 

Section 18. Qebt Serylce Fund 

Nev England Hydro may establish and maintain at Its option 

a Debt Service Fund vlth funds vhlch may be borrowed from 

unaffiliated third parties. The Debt Service Fund may be 

assigned In connection with a financing by Nev England Hydro 

vlth the Lenders In order to provide assurance to such Lenders 

that New England Hydro will pay Its debt service obligations In 

a timely manner. 

The Debt Service Fund shall not exceed the lesser of 

<ll the amount required to pay six months of Interest on 

Indebtedness plus five percent of the largest principal amount 

of debt outstanding at any time plus any accrued earnings from 

Investment of the amounts In the Debt Service Fund not yet 

credited to Support Charges as provided In Section 12 or <II> 

the total amount of debt service remaining to be paid. 
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Section 19. Cash Peflclency COmmitment 

A. "Cash Deficiency• attributed to a Participant means 

with respect to any Due Date, the amount by which that 

Participant's Participating Share of the aggregation of the 

principal of, premium, If any, and Interest on any of the funds 

borrowed by New England Hydro from Lenders to finance the 

Transmission Facilities or the construction thereof and payable 

on such Due Date <whether at maturity, pursuant to mandatory 

prepayment, by acceleration or otherwise> ~cee~s the amount of 

cash from such Participant's payments made under any other 

section of this Agreement and available to New England Hydro 

for repayment to Lenders of such•borrowed fun~ 

B. If New England Hydro has a Cash Deficiency attributed 

to a Participant on any Due Date, that Participant agrees that 

It shall absolutely and unconditionally guarantee to pay Its 

cash Deficiency on demand of Lenders, to be paid directly on 

demand to Lenders, In cash, provided, however, that no Cash 

Deficiency attributed to a Participant shall Include any unpaid 

obligations hereunder of other Participants. 

For purposes of this Section 19, "Due Date• shall mean the 

date any payments are due and payable under the terms of any 

Indebtedness of New England Hydro with Lenders. 

c. Payments by Participants under this section shall be 

considered by New England Hydro to be prepayments of amounts 

due or to become due to New England Hydro pursuant to any other 

section hereof. 

• 

·~ 

.t 
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Section 20. HI sceJJaneoys 

A. Insurance. New England Hydro will at all times during 

the term of this Agreement keep the Transmission Facilities 

Insured against such risks as electric utility companies, 

similarly situated, constructing and operating like properties, 

usually Insure against. Any uninsured loss, damage, or 

liability related to the Transmission Facilities or arising out 

of New England Hydro's performance hereunder and any expenses 

In connection with any such loss, damage, or liability shall be 

deemed to be an expense reimbursable by the Participants In 

accordance with Section 12. New England Hydro will assist any 

Participant, at the Participant's expense, In obtaining any 

other Insurance coverage related to the Transmission Facilities 

that such Participant requires. Upon request, New England 

Hydro will supply certificates of Insurance coverage. 

B. Limitation of Liability. For and In consideration of 

the fact that New England Hydro Is undertaking to design, 

engineer, procure, Install, construct, operate, and maintain 

the Transmission Facilities for and on behalf of Participants 

without any compensation or charge other than the payments 

provided under this Agreement, no Participant shall be entitled 

to recover from New England Hydro or any affiliate or any 

shareholder, director, officer, employee, or agent of New 

England Hydro or any affiliate, any damages resulting from 

error or delay, whether or not due to negligence, In the 

design, engineering, procurement, Installation or construction 

of the Transmission Facilities, or for any damage to the 
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Transmission Facilities, any curtailment of power, or any other 

damages of any kind, Including but not limited to consequential 

damages, arising out of or In connection with the performance 

of this Agreement by New England Hydro. Notwithstanding the 

above limitation, If New England Hydro Is found by a court of 

competent jurisdiction to have Intentionally violated this 

Agreement In a material manner or to have acted hereunder In a 

grossly negligent manner and If such court finding Is final and 

no longer subject to appeal, then the Participants shall be 

entitled to recover from New England Hydro direct damages <but 

not consequential or any other damages> resulting from such 

material Intentional violation or gross negligence, unless New 

England Hydro's actions or omissions have been expressly 

approved In advance by the Advisory Committee. New England 

Hydro will use Its best effotts to enforce all contracts 

related to the construction and operation of the Transmission 

Facilities for the benefit of New England Hydro and the 

Participants. 

C. Aud!!. New England Hydro will arrange for an annual 

audit to be performed by an Independent public accounting firm 

of recognized standing selected by New England Hydro. The 

costs of the annual audit will be Included In the operating 

expenses under Section 12. The books and records of New 

England Hydro <Including metering records> shall be open to 

reasonable Inspection and audit by any Participant. The costs 

of any such additional audit, Including the costs of New 

England Hydro In connection with such audit, shall be borne by 

.. 

• 

• 

·~~ 

' 
-53-

the Participant .or Participants requesting such audit. New 

England Hydro will promptly make any reasonable corrections 

necessitated as a result of the annual audit or an additional 

audit. 

D. Cost Reimbursement. In the event New England Hydro 

reasonably Incurs any costs not provided for elsewhere herein 

In connection with or as a result of planning, organizing, 

documenting, construction, suspensions, rescheduling, 

•cancellation, operation, maintenance, shutdown, demolition, 

disposition, or termination of the Transmission Facilities, or 

otherwise arising In connection with this Agreement, each 

Participant shall promptly reimburse to New England Hydro, 

within 15 days of the mailing date of the Invoice, Its 

Participating Share of such costs. However, New England Hydro 

will endeavor to finance any additional costs, to the extent 

such additional costs are properly capitalizable, over the 

shorter of the then remaining useful life of the Transmission 

Facilities, the remaining term of the Agree.ant, or the 

remaining te~ of Its per.anent financing. 

E. Unsontrollable Forse. No delay or failure In the 

performance of any obligation ·by New England Hydro shall be 

deemed to exist If It Is the result of an "uncontrollable 

force•. The term "uncontrollable force" shall be deemed to 

mean any cause beyond the reasonable control of New England 

Hydro, which New England Hydro could not reasonably have been 

expected to avoid by exercise of due diligence and foresight • 

Including, without limiting the generality of the foregoing, 
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storm, flood, lightning, earthquake, fire, explosion, failure 

of facilities not due to lack of proper care or maintenance, 

civil disturbance, labor disturbance, sabotage, war, national 

emergency, or restraint by court or public authority. In such 

event, New England Hydro shall use reasonable diligence to 

notify the Participants of such event. 

F. Suc,essors and Assigns. This Agreement shall be 

binding upon and shall Inure to the benefit of, and may be 

performed by, the successors and assigns of the parties and 

shall also be binding, Insofar as permitted by law, on any 

receiver or trustee In bankruptcy, receivership, or 

reorganization of any party. Except <I> for a reallocation 

resulting from a default as provided In Section 15, <II> for a 

sale, merger, or consolidation which Is approved by New England 

Hydro and results In the transfer of substantially all of a 

Participant's assets to, and the assumption of all of the 

Participant's obligations hereunder by, an electric utility 

which Is a member of NEPOOL, and <Ill> for an assignment by New 

England Hydro to a NEES affiliate of New England Hydro which 

expressly assumes New England Hydro's rights and obligations 

hereunder and acquires the Transmission Facilities, and <tv> 

for a transfer of any or all of a Participant's Participating 

Share prior to the Effective Date as provided In Section 4A 

hereof, no assignment of this Agreement shall operate to 

relieve the assignor of Its obligations under this Agreement 

without the written consent of the parties hereto. In addition 

to New England Hydro's right to assign to an affiliate, New 

• 

., 
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England Hydro may assign, without the consent of the 

Participants, Its right, title, and Interest In this Agreement, 

In whole or In part, and any security Interests contained 

herein or granted hereunder, to one or more banks, Investment 

bankIng fl rms·, Insurance companl es, other fl nancla 1 

Institutions, or others as collateral security for New England 

Hydro's obligations In connection with financing the 

Transmission Facilities. Written notice to all parties will be 

given prior to any assignment hereunder. 

G. Right of Setoff. No Participant shall be ent1tled to 

set off against the payments required to be made by It 

hereunder <1> any amounts owed to It by New England Hydro, any 

affiliate of New England Hydro, any Equity Sponsor, or iny 

other Participant or <2> the amount of any claim by It against 

Hew England Hydro, any affiliate of New England Hydro, any 

Equity Sponsor, or any other Participant. However, the 

foregoing shall not affect In any other way any Participant's 

rights and remedies with respect to any such amounts owed to It 

by New England Hydro, any affiliate of New England Hydro, any 

Equity Sponsor, or any other Participant or any such claim by 

. It against New England Hydro or any other Participant. 

H. Amendments. New England Hydro shall have the right to 

amend the provisions of Section 12 hereof from time to time by 

serving an appropriate statement of such amendment upon the 

Participants and filing the same with the Federal Energy 

Regulatory Commission <or such other regulatory agency as may 

have jurisdiction> In accordance with the provisions of 
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applicable laws .and any rules and regulations thereunder, and 

the amendment shall thereupon become effective on the date 

specified therein, subject to any suspension order duly Issued 

by such agency. The Participants have the right to Intervene 

In any regulatory proceeding brought by New England Hydro to 

consider such amendment of the provisions of Section 12. 

· Any.amendments changing the Participating Shares of the 

Participants, the rights of the Participants or a Participant 

as specified In Section 11, or the several nature of the 

obligations and rights of the Participants hereunder as 

specified In Section 5, shall require consent by all parties. 

All other amendments to this Agreement shall be by mutual 

agreement of New England Hydro and Participants owning 

Participating Shares aggregating at least 66 2/31, evidenced by 

a written amendment signed by New England Hydro and such 

Participants; and New England Hydro and all Participants shall 

be bound by any such amendment. 

I. Notices. Except as the parties may otherwise agree, 

any notice, request, bill, or other communication, relating to 

this Agreement, or the rights, obligations or performance of 

the parties hereunder, shall be In writing and shall be 

effective upon delivery. Any such communication shall be 

considered as duly delivered when delivered In person or mailed 

by registered or certified mall, postage prepaid. to the 

respective post office address of the other parties shown 

following the signatures of such other parties hereto, or such 

other address as may be designated by wrltt~n notice given as 

provided In this paragraph I. 

'f 
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J. Governing Law. This Agreement shall be governed by and 

construed and enforced In accordance with the laws of The 

commonwealth of Massachusetts. 

K. Qtlw:. 

<1> No action, regardless of form, arising out of this 

Agreement may be brought by any party hereto more than three 

years after the cause of action has arisen. 

<2> In the event that any clause or provision of this 

Agreement, or any.part thereof, shall be declared Invalid or 

unenforceable by any court having jurisdiction, such Invalidity 

or unenforceablllty shall not affect the validity or 

enforceability of the renalnlng portions of this Agreement. 

<3> All provisions of this Agreement providing for 

limitation of, or protection against, liability shall apply to 

the full extent permitted by law, and regardless of fault, and 

shall survive either termination pursuant to this Agreement or 

cancellation. 

<4> Each party shall, upon request of another party, 

execute and deliver any document reasonably required to 

Implement any provision hereof. 

<S> Any number of counterparts of this Agreement may be 

executed and each shall have the same force and effect as the 

original. 

<6> This Agreement, with the other Basic Agreements, 

Preliminary Quebec Interconnection Support Agreement-

Phase II, the agreements with Hydro-Quebec regarding Phase II. 

and the baste agreements covering Phase I shall constitute the 

- ·~ . ~· 
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entire understanding among the parties and shall supersede any 

and all previous understandings pertaining to the subject 

matter of this Agreement. 

<7> This Agreement Is the act and obligation of the 

parties hereto In their corporate or governmental capacity, and 

any claim hereunder against any shareholder, director, officer, 

employee, or agent of any party, as such, Is expressly waived. 

Section 21. Refund of Gain on Sale or Other Qlsposttton of 
Transmission facilities 

In the event that any of the Transmission Facilities are 

sold or otherwise disposed of during the term of this 

Agreement, If the Net Proceeds <defined as the amount received 

from such sale or disposition less all costs relating to or 

resulting fraa such sale or disposition, Including without 

limitation any Income taxes relating to or resulting from such 

sale or disposition, any premiums and penalties Incurred 

because of the early retirement of any Indebtedness associated 

with the sold or disposed of Transmission Facilities, and any 

costs of total or partial demolition of the sold or otherwise 

disposed of Transmission Facilities> ·from such sale or 

disposition exceed the greater of <I> the Investment In the 

entire Transmission Facilities <less any depreciation and 

amortization to the date of sale or disposition> or <It> the 

then total capital of New England Hydro <as defined In Section 

12), New England Hydro shall <a> refund to the then current 

Participants, In proportion to their then current Participating 

Shares, any such excess, and <b> credit to the accumulated 

ti 

•• 

•• 
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provision for depreciation and amortization related to the 

Investment In the Transmission Facilities the Investment In the 

entire Transmission Facilities <less any depreciation and 

amortization to the date of sale or disposition>. The total 

capital of New England Hydro, for the purposes of this section, 

may exceed the Investment In the entire Transmission Facilities 

<less any depreciation and amortization to the date of sale or 

disposition> due to (1) any reserve for deferred Income taxes 

paid by New England Hydro or <2> for other reasons related to 

the Investment In the Trans•lsslon Facilities. If the Net 

Proceeds do not exceed the greater of <I> or <II> above, the 

Net Proceeds.wlll be credited to the accumulated provision for 

In the depreciation and amortization related to the Investment 

Transmission Facilities In lieu of payaent to the 

Participants. The Participants agree to flow through any such 

refunds to their customers and shall seek any necessary 

regulatory approvals to reflect In their rates any such refunds 

and the effect of any such credits to the accumulated provision 

for depreciation and amortization related to the Investment In 

the Transmission Facilities; except that to the extent that a 

Participant's customers' rates have not reflected all or a 

portion of that Participant's share of the costs of the 

Transmission Facilities, then that Participant agrees that a 

complete flow-through of such refunds may not be appropriate 

and that particular Participant shall seek any necessary 

regulatory approvals for the appropriate disposition of an 

appropriate portion of such refunded amounts or credits. 
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IN WITNESS HHEREOF, the stgnatortes have caused thts 

Agreement to be executed by thetr duly authortzed offtcers or 
agents. 

NEW ENGLAND HYDRO-TRANSMISSION ELECTRIC 
COMPANY, INC. 

s/R.o. Btgelov 
By -llip;:;~;;;------Its Prestdent 

Address: 25 Research Drtve 
Westborough, MA 01582 

VERMONT ELECTRIC POHER COMPANY, INC. 
Vermont Electric Power 
Company, Inc., as agent 
for each Vermont electrtc 
utlltty named, and with 
authority to bind each B s/S. John Zuckerntck 
such utility to the extent Y --:Irit:;s~PD.r;::;;e:;s<.td-=e::n-.:-t------
of the percentage tnterest 
of the VELCO entitlement 
hereunder that ts specified Address: Ptnnacle Ridge Road 
on Schedule 1 to this • P. 0. Box 548 
signature page. Rutland, VT 05701 

CENTRAL MAINE POWER COMPANY 

s/Donald F: Kelly 

~-y~~~~~~~~~Its VIce President of Pover Supply 

Address: Edtson Drtve 
Augusta, ME 04336 

BOSTON EDISON COMPANY 

s/Stephen J. Sweeney 

~-Jh~~~~~--------Its Prestdent & CEO 

Address: 800 Boylston Street 
Boston, MA 02199 

et 

., 
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CHICOPEE MUNICIPAL LIGHTING PLANT 

s/Herve L. Plasse 

~---------------------------Its Manager 

Address: 725 Front Street 
Chtcopee, MA 01013 

THE CONNECTIOJT LIGHT AND POWER COMPANY 
WESTERN MASSACHUSETTS ELECTRIC COMPANY 
HOLYOKE HATER POWER COMPANY 
HOLYOKE POWER AND ELECTRIC COMPANY 

s/Nilllam B. Ellts 

~-----=~------------------Their Chairman 
c/o Northeast Utlllttes Service 

Company 

Address: P. 0. Box 270 
Hartford, CT 06141-0270 

FITCHBURG GAS AND ELECTRIC LIGHT COMPANY 

s/Frank L. Chtlds 
By~~~~~------------~---Its President 

Address: 285 John Fitch Highway 
P. 0. Box 2070 
Fitchburg, MA 01420 

THE UNITED ILLUMINATING COMPANY 

s/Rtchard J. Grosst 
~----~--~~~~~~--------Its Exec. Vtce Prestdent 

Address: 80 Temple Street 
New Haven, CT 06506 
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NEH ENGLAND POHER COMPANY 

s/J.F. Kaslow 
By~~~~~~---------------Its President 

Address: 25 Research Drive 
Westborough, MA 01582 

BANGOR HYDRo-ELECTRIC COMPANY 

s/T.A. Greenqulst 
By~~~~~~----------------Its President 

Address: 33 State Street 
Bangor, ME 04401 

CANAL ELECTRIC COMPANY 

s/Jeremlah V. Donovan 
By~~~~~~--------------Its President 

Address: 675 Massachusetts Avenue 
Cambridge, MA 02139 

PUBLIC SERVICE COMPANY OF NEH HAMPSHIRE 

s/R.J. Harrison 
By~~~~~~~~~--~----Its President & Chief Executive 

Offtcer 

Address: 1000 Elm Street 
P. 0. Box 330 
Manchester, NH 03105 

•• 

MONTAUP ELECTRIC COMPANY 

s/Arthur A. Hatch 

~~~~--~~~------------Its Vice President 
c/o Eastern Utilities Associates 

Address: P. 0. Box 2333 
Boston, MA. 02107 

MASSACHUSETTS MUNICIPAL WHOLESALE 
ELECTRIC COMPANY 

s/Richard K. Byrne 
By --:~~---=-~----=-~--,,__-

Its General Manager & Secretary 

Address: P. 0. Box 426 
Ludlow, MA 01056 

TAUNTON MUNICIPAL LIGHTING PLANT 

s/Joseph M. Blain 
By --:~~---=-~--------Its General Manager 

Address: 55 Heir Street 
Taunton, MA 02780 

CONNECTICUT MUNICIPAL ELECTRIC ENERGY 
COOPERATIVE 

s/Maurlce R. Scully 
By__,~~-~-~-~-------Its Executive Director 

Address: 268 Thomas Road 
Groton, CT 06340 
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APPROVED: 

s/Hilltam A. 
Kennedy, Jr. 

By =--~:---------~ 
Town Manager of Town 

·of Holden 

Town of Holden 

-64-

NEHPORT ELECTRIC CORPORATION 

s/Elliot G. Hhitney 

~~~~~~~~~~-------Its President & Gen. Mgr. 

Address: 12 Turner Road 
P. 0. Box 4128 
Middletown, R.I. 02840-0011 

UNITIL POHER CORP. 

s/Davld K. Foote 

~--~~~~~~-----------------Its VIce President 

Address: 436 South River Road 
RFD 15 
Bedford, NH 03102-6197 

PEABODY MUNICIPAL LIGHT PLANT 

By 
s/Bruce P. Patten 

Its Manager 

Address: 70 Endicott Street 
Peabody, HA 01960 

TOHN OF HOLDEN 

By 
s/Neil E. Murray 

Its Light Department Operating 
Manager. 

Address: Reservoir Street 
Holden, HA 01520 

light Department's 
1980 Kllowatthour load 63,676 000 

•• 

•• 

Town of Middleborough 

Town of Wakefield 

Town of North Attleboro 

Town of Boylston 
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TOHN OF MIDDLEBOROUGH 

s/John H. Dunfey 

~~~~---~~---------------------Its General Manager 

Address: 32 South Main Street 
Middleborough, HA 02346 

Light Department's 
1980 Kllowatthour load 92 081 OQQ 

TOHN OF WAKEFIELD 

s/Hilllam J. Hallace 

~~~~~~----------------------Its Manager 

Address: Hakefleld Mun. Lt. Dept. 
9 Albion Street 
Wakefield, MA 01880 

Light Department's 
1980 Kllowatthour load 107 609,000 

TOHN OF NORTH ATILEBORO 

s/Davld Sweetland 

~~~~-------------------------------Its Manager 

Address: P.O. Box 790 
North Attleboro, MA 02761 

Light Department's 
1980 Kllowatthour load 93.816,QQO 

TOHN OF BOYLSTON 

s/Edward H. Kimbell 
By ~:-:--~-------------------Its Manager 

Address: Sanatorium Road 
Boylston, MA 01505 

Light Department's 
1980 Kllowatthour load 17 324 ooo 
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Town of Hingham 

Town of Rowley 

TONN OF HINGHAM 

s/Joseph R. Spadea, Jr. 

~~~~--------------------Its Manager 

Address: Hingham Municipal 
L1 ghtl ng PI ant 

19 Elm Street 
Hingham, MA 02043 

Light Department's 
1980 Kllowatthour load 103 929 QQQ 

TOHN OF ROWLEY 

s/G. Robert Merry 
By -..,,.,.._-=-------------Its Manager 

Address: Rowley Municipal Lighting 
Plant 

47 Summer Street 
Rowley, MA 01969 

Light Department's 
1980 Kllowatthour load 13.551 000 

TONN OF HUDSON 

s/Horst Huehmer 

~~~~~~----------------Its Manager 

Address: TONN OF HUDSON 
Ltght & Power Department, 
Hudson, HA 

WESTFIELD GAS & ELECTRIC LIGHT DEPARTMENT 

s/Danlel Golubek 

~-..,~~--~----------------Its Manager 

Address: 100 Elm Street 
Westfield, MA 01085 

Town of Braintree 

., 
Town of Danvers 

Town of Hest Boylston 
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TONN OF BRAINTREE ELECTRIC LIGHT DEPARTMENT 

s/Nalter R. McGrath 
By ---.,-----,:--::-~::::---------Its General Manager 

Address: 44 Allen Street 
Braintree, MA 02184 

Light Department's . 
1980 Kllowatthour load 267 289 ooo 

TOHN OF DANVERS 

s/Nayne P. Marquis 

~~~~~~~----------Its Town Manager 

s/Michael H. Madore 

By~I~t-s~E~I-ec~t~r71c~S~up=e=r'-ln~t~e=nd~e~n+t ____ _ 

Address: Electric Division 
2 Burroughs ~treet 
Danvers, MA 01923 

Light Department's 
1980 Kllowatthour load 206,806 000 

TOHN OF NEST BOYLSTON 

s/Charles H. Coughlin 

~---~--~---------------Its Manager 

Address: 4 Crescent Street 
Nest Boylston, MA 01583 

Light Department's 
1980 Kllowatthour load 43 974 000 
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City of Holyoke 

Town of Readtng 

Town of Groton 

CITY OF HOLYOKE 

s/G.E. Leary 
By~~~------------------------Its Manager 

Address: Gas & Electric Department 
70 Suffolk Street 
Holyoke, HA 01040 

Lfght Department's 
1980 Kflowatthour load 232 30! ZQZ 

TOHN OF READING 

s/Ailan Ames 

~~~~~~~~~~~~~~-Its Secretary, Readtng Muntctpa! 
Lfght Board 

Address: 25 Haven Street 
P.O. Box ISO 
Readtng, HA 01867 

Light Department's 
1980 K!Jowatthour load ~OJ 794 8!9 

CONCORD MUNICIPAL LIGHT PLANT 

s/Steven E. Shefffer 

~~~~~~~~-------------Its Town Manager 

Address: lJS Keyes Road 
Concord, MA 01742 

TOHN OF GROTON 

s/Roger H. Beeltje 
By~~~~~~~~~~~~---Its Manager of HuntctpaJ Lght. 

Address: Groton Electric Light 
Department 

Statton Avenue 
Groton, HA 01450 

Light Department's 
1980 Kllowatthour. load ZZ.90B QQQ 

•• 

Town of Princeton 

Town of Shrewsbury 

Town of Sterling 

Town of South Hadley 
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TOHH OF PRINCETON 

s/Richard F. Wheeler 

~~~~~~----------------Its Manager 

Address: Municipal Light Department 
4 Town Hall Drive 
P.O. Box 247 
Princeton, MA 01541-0247 

Light Department's 
1980 Kflowatthour load 7.!30 000 

TONN OF SHREHSBURY 

s/Thomas R. Josle 

By~I~t-s~A~c~t~tn=g~G~e~n~er~a~l~M~g;r~.--------
Address: 100 Maple Avenue 

Sharewsbury, MA 01545 

Lfght Department's 
1980 Kllowatthour load 146 303 ooo 

TOHN OF STERLING 

s/Nflllam H. Rugg 

~~~~~------------------Its Manager 

Address· so Main Street 
· Sterling, MA 01564-0430 

light Department's 
000 1980 Ktlowatthour load 24.510 

TONN OF SOUTH HADLEY 

s/Wayne D. Doerpho!z 

~--~~~---------------Its Manager 

Address: 85 Main Street 
South Hadley, HA 

Light Department's QBJ ooo 
l9BO Kllowatthour load 99 · 
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VELCO SCHEDULE l 

~rmpnt Phase II ParttrlplDi 

Central Vermont Public 
Service CorpOration 

Citizens Utilities Company 

Franklin Electric Light 
Company, Inc. 

Green Hountaln Power 
Corporation 

1980 
Kllowatthour 

Load 

1,895,922,200 

184,496,600 

7,159,900 

1,174,519,500 

Percentage 
Jnterest_ 

58.ll97 

5.6558 

0.2195 

36.0050 

• 

. , 

··---
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Schedule I 

Vermont Electric Power Company, Inc. 
Contracting Electric Systems 

Central Vermont Public Service Corporation 
·Citizens Utilities Company 
Franklin Electric Light Company, Inc. 
Green Mountain Power Corporation 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 206 of 732



Schedule II 

Massachuset~ Mtunlclpal Wholesale Electric Company 
n ractlng Electric Systems 

• 

• • 

ATTACHMENT A 

Except as provided below, If any participant does not receive 
required consents, waivers, regulatory approvals, or other actions 
of governmental authorities within the time period required by this 
Agreement, the listing of Participants and 1980 kllowatthour load 
will be appropriately modified. 

Participant 1980 Kllgwatthour Load 

The Connecticut Light and Power Company 
Western Massachusetts Electric Company 
Holyoke Hater Power Company 
Holyoke Power and Electric Company 
New England Power Company 
Boston Edison Company <Edison> 
Central Maine Power Company 
Public Service Company of New Hampshire 
The United Illu•lnatlng Company 
Vermont Electric Power Company 
Canal Electric Company 
Montaup Electric Company 
Bangor Hydro-Electric Company 
Connecticut Municipal Electric Energy Cooperative 
UNITIL Power Corp. 
Massachusetts Municipal Wholesale Electric 

Company 
Town of Reading Municipal Light Department 
Newport Electric Corporation 
Fitchburg Gas and Electric Light Co. 
Taunton Municipal Lighting Plant 
City of Chicopee Municipal Lighting Plant 
Town of Braintree Electric Light Department 
City of Peabody Municipal Light Plant 
City of Westfield Gas & Electric Light Department 
City of Holyoke Gas & Electric Light Department 
Town of Danvers Electric Department 
Town of Shrewsbury Electric Light Department 
Hudson Light and Power Department · 
Town of Wakefield Municipal Lighting Department 
Town of Hingham Municipal Lighting 
Town of South Hadley Electric Light Department 
Town of North Attleborough Electric Department 
Town of Middleborough Gas and Electric Department 
Town of Holden Municipal Llght Department 
Town of Nest Boylston Municipal Lighting Department 
Town of Sterling Municipal Electric Department 
Town of Groton Electric Light Department 
Town of Boylston Municipal Light Department 
Town of Rowley Municipal Light Department 
Princeton Municipal light Department 
Town of Concord Municipal Light Plant 

16,002,437,000 
3,252,432,000 

106,905,000 
0 

15,444,975,840 <a>, 
9,531,773,000 (b), 
6,053,571,000 
5,043,242,871 (d) 
4, 715,078,120 
3,262,098,200 
3,227,553,000 
3,096,872,000 <e> 
1,305,625,118 

718,117,538 
609,873,261 (f) 

470,025,000 
401,795,000 
382,745,000 
369,055,118 
307,460,361 
279,273,169 
267,289,000 
245,010,000 
219,026,000 
214,448,000 
206,806,000 
146,303,000 
127,808,000 
107,609,000 
103,929,000 
99,981,000 
93,816,000 
92,081.000 
63,676,000 
43,974,000 
24,510,000 
22,908,000 
17,324,000 
13,551,000 
7,130,000 

-----.JJ.(C) 

76,698,146,596 

<a> Includes New Hampshire retail 1980 kllowatthour load of 434,290,243. 
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<b> The 1980 Kllowatthour loads shown for Boston Edison Company and New 41 
England Power Company have been adjusted to reflect the current 
status of NorWOOd as a full requirements customer of New England Power Company. 

<c> As of June l, 1985, Concord contlnuts to be a full requirements 
customer of Edison. At such time as Concord ceases to be a full 
requirements customer of Edison, for purposes of this Agrtement, 
Concord shall have an additional Participating Shart equal to 1.0871 
of Edison's Initial Participating Share <based on'a 1980 Kwh load of 
103,629,000 Kwh for Concord) and Edison's Participating Share shall be reduced by such amount. 

<d> Includts New Hampshlrt retail 1980 kllowatthour load of 4. 939,218,744. 

<e> The amount shown for Hontaup Electric Company Includes the load of 
the other Members of the Eastern Utilities Associates system. 

(f) The amount shown for UNITIL Power Corp. represents the 1980 
kllowatthour load of Its affiliates, Concord Electric Company and Exeter & Hampton Electric Company. 

• 

•• 

ATTACHMENT B 

Description qf the Transmission facilities 

The Transmission Facilities will Include the following: 

1 lrcult% 450 kV PC line <1> the continuation of a sing ef~om the New Hampshire 
on an existing rlghbt-of-~~YSandy Pond Substation In state line at Tyngs oro . 
Aytr, a distance of 12.1 miles, 

- . C1 800 HW> and the s I te thereof <2> the converter t,ermthlena!lclnlty of the Sandy Pond to be located n 
substation; 

I t nd associated structures In (3) electric powedr eqtut~:'~on~erter terminal location; the swltchyar a 

(4) 

<S> 

communication equipment located In Massachusetts; and 

such other facilities In Massachusetts as approved by 
the Advisory Committee. 

,, -JI 
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ATTACHMENT C 

Forms of the following documentation: 

1. Opinion of Counsel 

2. Certificate 

3. Incumbency and Signature Certificate 
4. Directors• Vote 

[Please note - governmental tltl 
modifications to these do en es may make appropriate 
corporations.] cuments to reflect that they are not 

• 

•• 
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[Form of Opinion of Counsel for Each Ut111ty ParttctpantJ 

New England Hydro-Transmission 
Electric Company, Inc.; 

New England Hydro Transmission 
Corporation; or 

New England Power Company 

Gentlemen: 

This opln.lon 1s .furnished In connection with the execution 
and delivery by <the Company> of 
the following Agreements: 

Ne have acted as counsel to the Company, one of the Utility 
Participants, In connection with the execution and delivery of 

•the Baste Agreements. He participated In reviewing and/or 
drafting the Agreements. 

As general [special] counsel to the Company, we are 
generally familiar with Its affairs. [If special counsel Is 
giving the opinion, describe relationship to the Company.] He 
have reviewed the proceedings taken by the Company In 
connection with Its authorization, execution, and deltvery·of 
the Agreements and any documentation supplied by the Company 
thereunder. He have also examined executed counterparts of the 
Agreements. have made such other Investigation, and have 
examined such other records and documents, and have made such 
examination of law and satisfied ourselves as to such other 
matters as we have deemed relevant and necessary In order to 
enable us to express the opinions set forth below. 

Based upon and subject to the foregoing and to the further 
qualtflcatlons In this opinion, we are of the opinion that: 

1. The Company is a corporation duly organized, validly 
existing and In good standing under the laws of [the 
jurisdiction of Its Incorporation], has the corporate power to 
own Its assets and to transact the business In which· It Is 
engaged, and Is duly qualified as a foreign corporation In, and 
ts In good standing under the laws of, each jurisdiction In 
which the conduct of Its business or the ownership of Its 
assets requires such qualification. 

2. The Company has <and In the case of the Agreements at 
the time of execution and delivery thereof, had> full corporate 
power, and legal right to execute, deliver and perform the 
Agreements, and the Company has taken all necessary corporate 
action to authorize the execution, delivery, and performance by 
It of the Agreements . 
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3. The execution, delivery, and performance by the Company 
of the Agreements do not <a> contravene the Company's [charter 
documents] or by-laws, <b> violate any applicable law, rule, 
regulation, order, writ, judgment, Injunction, decree, or award 
known to us by which the Company Is bound, <c> violate any 
Indenture, Instrument, or agreement known to us by which the 
Company Is bound, or <d> result In or require the creation or 
the Imposition of any lien pursuant to the provisions of any 
Indenture, Instrument, or agreement known to us by which the 
Company Is bound. 

4. No authorization, approval, consent, or other action 
by, and no notice to or filing with, any federal, state, or 
other governmental authority or regulatory body which has not 
been obtained or given and Is not In full force and effect Is 
required for the valid and lawful execution, delivery, and 
performance by the Company of the Agreements. [In this 
connection, to the extent It may be required by law, the 
approval of the Massachusetts Department of Public Utilities 
[Connecticut PUC, or other] has been given for the Agreements 
and the Company's performance thereunder by order<s> 
dated , which remains In full force and 
effect.] 

5. The Agreements have each been duly executed and 
delivered by the Company and constitute the legal, valid, and 
btndlng obligations of the Company enforceable against It In 
accordance with their respective terms. 

6. No action, suit, proceeding, or Investigation at law or 
In equity or by or before any governmental Instrumentality or 
other agency now pending or threatened against or affecting the 
company or Its property or rights which, If adversely 
determined, would materially Impair the ability of the Company 
to perform Its obligations under the AgreeMents Is known to us. 

OUr opinion that the Agreements are enforceable, each In 
accordance with the terms thereof, Is qualified to the extent 
that the enforcement of the rights and remedies created thereby 
Is subject to bankruptcy, Insolvency, reorganization, and 
similar laws of general application affecting the rights and 
remedies of creditors and secured parties, and to the further 
extent that the availability of the remedies of specific 
enforcement, injunctive relief, or any other equitable remedy 
Is subject to the discretion of the court before which any 
proceeding therefor may be brought. 

Very truly yours, 

• 

----------------

1.: .

. :.~ 
·. \,':·-~,; .. - --~.- . -

...;:.._;_ 

I ; r 
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CERTIFICATE 

I, <Insert name>. the ClerK <or Secretary or other 
principal recording officer> of <Insert name of Utility 
Participant> •. a <Insert state of organization> <the "Company"> 
do hereby certify that: 

<1> Attached hereto as i!blhtt-A Is a true and correct 
copy of a vote duly adopted at a meeting of the Soard of 
Directors of the company, duly called and held on • 
198 and that such vote· and the authority vested thereby have 
not-been amended or revoked and are st\11 In full force and 
effect. 

<2> Attached hereto as EJhlblt B Is a true and correct 
copy of the Articles of Organization <or other charter 
documents> of the company, as amended and In effect as of the 
date of this certificate. 

(3) Attached hereto as £xh!blt_t Is a true and correct 
copy of the By-Laws of the company, as amended and In effect as 
of the date of this Certificate. 

(4) The persons <or person> listed on Exhibit D haYe been 
duly elected to the offices set forth adjacent to their 
respective names since the first day of June. 1985, and the 
signatures adjacent to their respective names are the genuine 
signatures of said officers. 

IH KITHESS WHEREOF, I have placed my band and the seal of 
the COmpany this day of • 198_. 

~---------------------
Name: 
Title: 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

l 
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I, <name>, <title> of the c 
<name of officer executing cert~r~:Yt'>dol hereby certify that 
subsequent to e s and at all times 
<title> of the Compan a~ 198_, has been the duly elected 
<or her> name Is the ienu~n!h:fgntahte slgnfature adjacent to his 

ure o said officer. 

By---------
Name: 
Title: 

~ .: 
.mr.£D: 

·~· 
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FQRH Of DIRECTORS' VQTE APPROVING AGREEMENTS 

That In connection with this Company's participation 
In the Phase II expansion of the proposed 
Interconnection between the New England Power Pool 
companies and Hydro-Quebec, the execution and delivery 
on behalf of this Company by ::::-::-:==~--:-:::-::7':":"'
Presldent, of the following agreements: <being 
collectively referred to In this vote as •Agreements"> 
copies of which Agreements have been presented at this 
meeting, are hereby authorized, approved, ratified, 
and confirmed, and that the officers of this Company 
are further authorized severally to take any and all 
such further actions Including the execution and 
delivery of such further documents, as such officers 
or any of them may deem necessary or appropriate In 
connection with the actions and documents authorized 
by this vote. 
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ATTACHMENT E 

SUbscrtptton Proces~ ffn ~&:r:~ntng lnttta! Parttti_a ___ g ______ _ 

After allocation of up to lot of the Parttctpatlng Shares 
pursuant to Section 4<8><1> and <2>, the remaining shares shall 
be allocated to Parttctpants as follows: 

a. Each Participant shall be entttled to a pro rata share 
of the remainder based on 1ts 1980 Kwh load as a 
percentage of all Partlctpants• 1980 Kwh loads. 

b. Upon execution of this Agreement, each Parttclpant may 
subscrtbe for more or less than 1ts share under <a> above. 

c. If there are no undersubscrtpttons or oversubscrlpttons 
under <b> above or tf the sum of the shares under <a> 
or <b> above for all Participants equals 1001 of such 
rematnlng shares, then each Parttctpant shall have a 
share as determtned under <a> or Cb> above. <For the 
purposes of thts sectton, oversubscrtptton shall mean, 
with respect to any Participant, a subscription under 
Cb> above of more than Its share under <a> above. For 
the same purposes, undersubscrlptton shall mean, with 
respect to any Parttctpant, a subscrtptton under Cb> 
above of less than 1ts share under <a> above. The 
amount of such oversubscrtptton shall be equal to Cb> 
minus <a> and the amount of such undersubscrtptton 
shall be equal ~o <a> mtnus <b>.> 

d. If there are undersubscrtpttons but no 
oversubscrtpttons or tf there are oversubscrtptlons but 
no undersubscrtpttons, then each Parttctpant shall have 
a share as determtned under <a> above. 

e. If the net result of subtracttng the aggregate amount 
of all undersubscrtpttons from the aggregate amount of 
all oversubscrtpttons ts greater than zero, the 
aggregate amount of all oversubscrtptlons must be 
reduced to the aggregate amount of all 
undersubscrlptlons. This amount shall be referred to 
as the total permitted amount of oversubscriptions. 
Each oversubscriber shall Initially be allocated a 
share of the total permitted amount of 
oversubscriptions <pro rata by the 1980 kwh loads of 
the oversubscrtbers>; provided that no oversubscriber 
shall be allocated more than Its requested amount under 
Cb> above. Any rematntng unallocated portion of the 

• 

•• 
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total ermltted amount of oversubscrlpttons shall be 
alloca~ed to all overts~b=~~~;r~n~:~t<~~v=~~! ~~~rata 
reached their reques 1 t d amounts 
by the dtfferences between their reques e h f 
under Cb> above and their amounts allocated t us ar 
under this sectton Cdl. 

If the net result of subtracting the aggregate a~unj 
f · of all oversubscriptions from the aggregate amoun o 

all undersubscrlptlons Is greater than zero, t~eb 
aggregate amount of all undersubscrlpttons mus e 

reduce~ to1 t~~o~:gre~~~: :~~~: ~~a~l 1 be referred to as 
~~=r~~t!~rp:rmltt~d amount of undersubscrtptlo~sil ~~e 
total permitted amount of undersubscrlptlons s a 
allocated to the undersubscrlbers pro rata by the 
amounts of thetr undersubscrlptlons. 
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ATTACHMENT F 

As a result of the support arrange~ents for building, 
owning, and financing the Transmission Facilities, Equity 
Sponsors have provided credit support for the project In excess 
of their Participating Shares. This enhances New England 
Hydro's ability to finance the project. The status of a 
Participant as a Credit Enhanced Participant that receives 
credit enhancement or not will be determined In connection 
with, and as of the date of commitment for, each debt 
financing, Including any' construction financing, In accordance 
with Section 1 hereof, and the Credit Enhancement Charge will 
be determined with respect to each such financing and will 
continue to be paid as long as the financing Is outstanding and 
as long as any accrued unamortized Credit Enhancement Charges 
for said Participant remain outstanding. 

An "Investment grade" Participant Is defined In this 
Agreement as a Participant which has outstanding junior 
long-term debt securities which have qualified debt ratings by 
two of the three major rating agencies. An "Investment grade" 
Participant Is also defined as a Participant which has a 
Participating Share of four-tenths of one percent <0.41> or 
less and which has outstanding junior long-term debt securities 
having a rating from only one of the three major rating 
agencies with that rating being a qualified debt rating. <For 
these purposes, the outstanding junior long-term debt 
securities of a Participant shall mean <I> Its outstanding 
long-term debentures, or <It> If no long-term debentures are 
outstanding, 1ts most junior outstanding long-term mortgage or 
revenue bonds, or <Ill> .If no long-tenn debentures, mortgage 
bonds or revenue bonds are outstanding, Its most junior 
outstanding long-term debt.> "Qualified debt ratlngsM are 
defined as a •lnlmum rating of Baa3 by Moody's Investors 
Service, BBB- by Standard & Poor's Corporation and D&P 10 by Duff & Phelps, Inc. 

Any "substitute credit enhance~~~ent• shall mean, with 
respect to any New England Hydro debt financing, Including any 
construction financing Cl> a letter of credit from a commercial 
bank having capital, surplus, and undivided profits of at least 
$250 million and a credit rating of "AA" or better In form and 
substance satisfactory to New England Hydro or <II> a credit 
support that 1s equivalent to <1> above which ts satisfactory 
In form and substance to New England Hydro, or Clll> a 
guarantee from an Equity Sponsor which at that time the 
guarantee Is made satisfies the requlre~nts to be an Equity 
Sponsor as set forth In section 4 of the Equity Funding 
Agreements; provided that such enhancement Is Irrevocable until 
the final maturity of such debt financing, Including any 
optional extensions thereof. The first time that a Participant 
supplies substitute credit enhancement under this Agreement or 
under the Phase II Massachusetts Facilities Support Agreement, 
the substitute credit enhancement shall also cover such 

• 

•• 
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Participant's shdar:Oo~ ~h:d~:~~ ~:~;~~~~a~in:e:oE~~!~~d 
Power Company an s 0 t of such credit 
respective AC Facilities and the ferr term of the then 
enhancement shall extend folrdt~~r ~he AC facilities supported · remaining depreciation per o A ts 
under such AC Faclllltlets Sfuppsourcht s~~:;~~te'credlt enhancement The prlnclpa amoun o f th 
shall equal t~at,P~~~~~!~t~~~su~~~~~~~~~t~:e ~~:~:n~ Hyd~o debt 
maxtmu~ amo~n otf not already provided In connection with any 

;;~~~tc'd~f~!dptfeb~:t~!~flgg!~~~~:;~~~!~!~=~~~i:~h=~::~~c!:~:~;!!;~m 
amoun o t th AC Facilities as 
Boston Edison Comp:ny 1 re~a~~~r ~nd :Oston Edison, respectively. 
dete~~~n=~ b{u::~lt~~ea~redlt enhancement that covers that 
Partlclpan~'s Partlclpat~n2e~h:~:l~~dt~~.:~b~!!~a~!~~~~~~ to 

~=t~~ ~~~~~~ti~a~~c~nsub~tl~uteE~~~~!~ =~::~c:~nio:~~~l 
provide for dlrtelcvtelypaymeof"~heoa~~nts Included therein for Edison, respec • 
covering such d;~~no~!~~:~!~;sSponsors for providing this 

As compensa C dlt Enhancement Charge, as 
additional credit support, :h re h debt financing Is required 
tcalbculpat:~ ~Yn ~~~n=~~~~~:!nts~acif a Participant Is a Credit 
o e a b of below-Investment grade, Enhanced Partlclpan~ dydr::s~tlngs the credit Enhancement 

~:;;::;::l;r:~i:l;:::::~::·::o:·~:;;::.::::·~:::;:,i::• '' 
~artlclpatlng Share thereof; provided, however, th~ lackaof 
Participant Is~ C~ed~~tE~~~~~~:m:~~tb~!~::t~~~~~~uted to that 
debt ratings, : ~ ~~ctpant shall be patd by such Participant. 
Credit En~~~c~red~~ Enhancement Charge <E> attributed tr ad 

I Enhanced Participant Is a dollar value determ ne ~~t~ly for each Credit Enhanced Participant by the 
following formula: 

F • 

.JL ~ L> where Fl • ~100 X HI X 100 X 0.8 X 12) + Jl 

the Credit Enhancement Change for each New England 

Hydro debt financing that Is credit enhanced for the 

Participant. 
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I • a number from 1 to n representing each of Ne~ England 
Hydro debt flnanclngs. 

n • total number of such flnanclngs. 

G • the Participant's Participating Share <In percent> 

H • the maximum outstanding amount of Ne~ England 

I • 

Hydro debt during the month which ~as credit enhanced 
for such Participant 

debt premium <In percent> for the Credit Enhanced 

Participant as sho~n In the follo~lng table: 

Partlclpant'.s. 
Debt Rating* 

Below 83 or not rated 
83 
82 
81 
Ba3 
Ba2 
Bal 

l.W 
7.57 
5.32 
4.82 
4.32 
3.82 
3.32 
2.82 

* Debt rating shall be the lower of the two highest 
ratings assigned to the Participant's outstanding 
junior long-term debt securities by Moody's, 
Standard and Poor's, and Duff & Phelps, converted 
to a Moody's equivalent as measured at the 
commitment date of such New England Hydro debt 
financing. If the Participant has a Participating 
Share of four tenths of one percent <0.41> or less 
and has only one debt rating, then the debt rating 
for "SUch Participant shall be that rating converted 
to a Moody's equivalent as measured at the 
commitment date of such Ne~ England Hydro debt financing. 

J • an amount calculated as follows: 

During the period from the Effective Date to the Date 

of Full Support Payment, J shall equal 0 and the 

Credit Enhancement Charge calculated during such ., 

-] 
-··--87-

period pursuant to the above formula shall be accrued 

for each Participant during such period with Interest 

calculated at New England Hydro's AFDC rate. After 

the Date of Full Support Payment, such previously 

accrued amount for such Participant shall be treated 

as If It represented additional Investment In the 

Transmission Facilities relating only to such 

Participant. As a result J shall Include monthly 

amounts attributable to such Participant <~hether or 

not It continues to be a Credit Enhanced Participant 

after the Date of Full Support Payment and whether or 

not the debt being enhanced continues to be 

outstanding> representing amortization of such 

previously accrued amount <with amortization over the 

period that the Investment In the Transmission 

Facilities Is being amortized> plus one-twelfth of th~ 

composite percentage <as defined In Section 12 hereof> 

times the unamortized accrued amount plus a provision 

for Income taxes. 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 214 of 732



-88-

ATTACHMENT G 

FORM OF 
EQUITY FUNDING AGREEMENT 

.FOR 

NEN ENGLAND HYDRO-TRANSMISSION ELECTRIC COMPANY, INC. 

Thts AGREEMENT dated as of June 1, 1985, Is between New 

England Hydro-Transmission Electric Company, Inc. CNew England 

Hydro> and the New England entitles listed In Attachment A 

hereto. New England Power Company ts signing thts Agreement 

only with respect to the commitments made to It by the Equity 

Sponsors under Section 10 hereof. Those New England entitles 

that have executed thts Agreement and that meet the further 

conditions for participation and qualification hereunder are 

hereinafter referred to as Equity Sponsors or lndtvtdually as 

an Equity Sponsor. The Equity Sponsors are sometlmes referred 

to collectively hereto, but their rights and obligations 

hereunder are several and not joint as described In Section 6 
hereof. 

In consideration of the premises, the concurrent execution 

of the other Baste Agreements hereinafter referred to, the 

mutual covenants hereinafter and thereto set forth, and other 

gOOd and valuable consideration, receipt whereof Is hereby 

acknowledged, It Is hereby agreed as follows: 

•• 
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Section I. Baste Understandings and Purpose 

New England utilities are currently participating In the 

arrangements for the Phase I Interconnection planned by the New 

England Power Pool <NEPOOL> with Hydro-Quebec, which Is to 

consist of at 450 kV HVDC transmission ltne from a terminal at 

the DES Cantons Substation on the Hydro-Quebec system near 

Sherbrooke, Quebec to a terminal having an approximate rating 

of 690 HN at a substation at the Comerford Generating Statton 

on the Connecticut River <hereinafter referred to as Phase I>. 

•The baste arrangements covering the portion of Phase I In the 

United States are set forth In the New England Power Pool 

Agreement, as amended <the NEPOOL Agreement> and three 

contracts among the participants to Phase I as follows: 

!. Vermont Transmission Line Support Agreement, 

dated as of December 1, 1981, as amended, with 

Vermont Electric Transmission Company, Inc. 

2. Phase I Terminal Factltttes Support Agreement, 

dated as of December 1, 1981, as amended, wtth 

New England Electric Transmission Corporation, and 

3. Agreement Nlth Respect To Use ()f Quebec 

Interconnection, dated as of December 1, 1981, as 

amended, Including the restatement thereof In 

connection with Phase II Cthls Agreement as 

restated to cover Phase II Is hereinafter 

referred to as the Use Agreement>. 

These Phase I Interconnection facilities are currently under 

construction with completion scheduled during 1986 . 
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Hlth the completion of arrangements for Phase I and the 

related contracts with Hydro-Quebec, the members of NEPOOL have 

conducted studies of the benefits of an expanded 

Interconnection for NEPOOL with Hydro-Quebec <Phase II> and 

have negotiated with Hydro-Quebec a firm energy arrangement to 

utilize the expanded Interconnection facilities. 

The portion of Phase II In the United States vfll consist 

of an extension of the Phase I DC transmission line from the 

proposed terminus of Phase I at the Comerford Statton through 

New Hampshire to a site In Massachusetts with additional 

terminal facilities Installed at that site to Increase the 

total transfer capacity between Hydro Quebec and NEPOOL from 

the 690 MH of Phase I to approximately 2000 MN R 1 f 
· e n orcements 

to the existing AC transmission system of New England Power and 

to certain AC factlltfes of Boston Edison Company viii also be 

required. The United States portion of the Phase II facilities 

will be designated as pool-planned facilities In the same 

manner as the United States portion of the Phase I facllltle . s 
was so designated. 

Each Equity Sponsor acknowledges that tt has been 

represented on the Executive and Planning Committees of NEPOOL 

that had responsibility for evaluating the feasibility of Phase 

II and, through this representation, actively participated In 

the decision of N£POOL to go forward with Phase II. 

Furthermore, each Equity Sponsor represents that It made Its 

own Independent lnvestlgattons and Inquiries as tt deemed 

• 
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appropriate and did not rely upon representations <other than 

those contained In this Agreement> of New England Hydro or Its 

affiliates In deciding to enter tnto this Agreement. 

The share of benefits among the New England utilities 

associated wl.th Phase II 1s set forth tn the Use Agreement. 

The Use Agreement also permits each New England utility to make 

Its own entttlement transactions with Hydro Quebec and to use 

the Interconnection for such transactions. 

The provisions of the Phase II Massachusetts Transmission 

Facilities Support Agreement CMas.sachusetts HVDC Support 

Agreement> cover the Phase II Massachusetts HVDC transmission 

line and terminal facilities In Massachusetts. New England 

Hydro will build, own, operate, and maintain those 

Massachusetts HVDC transmission facilities . 

The portion of the Phase II HVDC transmission line to be 

constructed In New Hampshire Is covered under the Phase II New 

Hampshire Transmission Facilities Support Agreement <New 

Hampshire HVDC Support Agreement>. New England 

Hydro-Transmission Corporation <New Hampshire Hydro, an 

affiliate of New England Hydro> will build, own, operate, and 

maintain those New Hampshire HVDC transmission facilities. 

All Improvements and reinforcements to the AC transmission 

system In Massachusetts necessitated by Phase II are covered 

under the Phase II New England Power AC Facilities Support 

Agreement <New England Power AC Support Agreement> and the 

Phase II Boston Edison AC Facilities Support Agreement <Boston 

Edison AC Support Agreement. 
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The provisions of this Agreement cover the commitments of . 

the Equity Sponsors of New England Hydro to contribute equity 

funds to New England Hydro, to provide certain limited credit 

support In connection with debt financing of New England Hydro,. 

to provide certain limited credit support In connection with 

the.Hew England Power AC Support Agreement and the Boston 

Edison AC Support Agreement, and to accept an allocation of a 

share of Phase II In the event of a default by certain 

participating New England utilities under certain other Baste 
Agreements. 

In view of the need to formalize the agreements among the 

parttes at an early date so that Cl> binding commitments with 

Hydro Quebec for Phase II may be made, Cit> binding commitments 

for ultimate construction and the financing of the United 

States portion of Phase II may be undertaken consistent with 

the time schedule anticipated by NEPOOL and with the assurance 

that commitments among the New England utilities are In place, 

and Clll> licensing activities may proceed on a sch~dule that 

enables co.pletlon of such construction consistent with the 

time schedule anticipated by NEPOOL, the following agreements 

are concurrently being entered Into <the •sastc Agreements"> 

which collectively set forth rights and obligations with 

respect to the foregoing undertaking: <I> this Agreement, <2> 

the Massachusetts HVDC Support Agreement; <3> the New Hampshire 

HVDC Support Agreement; <4> the Equity Funding Agreement for 

New Hampshire Hydro; <S> the New England Power AC Support 

• 
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Agreement; <6> the Use Agreement; <7> various amendments to the 

NEPOOL Agreement relating to the sharing of sav.lngs, capabtllty 

responsibilities, and Pool transmission arrangements; and CB> 

the Boston Edison AC Support Ag.reement. 

In order to coordinate each participating utility's 

Interest In Phase II to the fullest extent possible, each of 

the following Baste Agreements have been drafted with the 

Intent that the participating Interest of each participating 

utility will be the same under each agreement: the 

Massachusetts HVDC Support Agreement, the New Hampshire HVDC 

Support Agreement, the New England Power AC Support Agreement, 

the Boston Edison AC Support Agreement, and the Use Agreement. 

These Baste Agreements also provide that, notwithstanding any 

provision thereof that may be Interpreted to the contrary, the 

proper Interpretation of each of these Baste Agreements Is to 

be consistent with such overriding Intent. Each Equity Sponsor 

acknowledges this overriding Intent and agrees that any action 

by It or Its appointee affecting such participating Interests 

shall be the same under this Agreement and the Equity Funding 

Agreement with New Hampshire Hydro In order to also be 

consistent with such overriding Intent. 

Section 2. Conditions Precedent to Effectiveness 

The effectiveness of this Agreement, and all rights, 

obligations, and performance of the signatories hereunder, is 

subject to Ct> New England Electric System CNEES> and other 

signatories having executed this Agreement committing In the 
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aggregate to Equity Shares Cas hereinafter defined> equal to at 

least 100%, and each such signatory h~vlng de~nstrated by 

December 30, 1985, to the satisfaction of New England Hydro 

that Is qualified to be an Equity Sponsor pursuant to 

Section 4, <tt> New England Hydro or New Hampshire Hydro or New 

England Power or Boston Edison and members of NEPOOL <tncludtng 

Boston Edison and New England Power> serving at least 66-2/31 

of the aggregate kllowatthour load served by NEPOOL members In 

1980 having executed the other Baste Agreements Cexcept for the 

Equity Funding Agreement for New Hampshire Hydro and the 

amendments to the NEPOOL Agreement>, Clll> each signatory 

having also executed the Equity Funding AgreeMent for New 

Hampshire HYdro and having the same percentage of New Hampshire 

Hydro's equity as Its Equity Share hereunder, Clv> members of 

NEPOOL having executed the amendments to the NEPOOL Agreement 

for Phase II In order that such amendn.nts may bee~ effective 

In accordance with the NEPOOL Agreement, and Cv> each signatory 

having satisfied the conditions precedent set forth below. 

By June I, 1986, each signatory to this Agreement shall 

provide certificates and legal opinions fran counsel 

satisfactory to New England Hydro, together with certified 

copies of related resolutions, consents, approvals, 

authorizations, and other documents <Documentation> necessary 

to establish to the satisfaction of New England Hydro that all 

corporate and regulatory consents, waivers, approvals, 

authorizations and other actions necessary tn connection with 

·~' ".:0.• .,,. 
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performance by such signatory of Its obligations under the 

Agreement have been obtained and are In full force and effect, 

that the Agreement has been duly authorized, executed, and 

delivered by such signatory, and that It constitutes a binding 

commitment by the signatory enforceable In accordance with Its 

terms. Forms of Documentation acceptable to New England Hydro 

are Included tn Attachment B hereto. Prior to signing this 

Agreement, each signatory has provided to New England Hydro a 

listing of all consents, waivers, approvals, authorizations, 

and other actions required for that signatory to deliver Its 

Documentation. 

Vermont Electric Power Company, Inc. CVELCO> and 

Massachusetts Municipal Wholesale Electric Company <HHHEC> 

represent a number of electric systems. If they desire and are 

qualified to be Equity Sponsors, they shall be deemed to have 

signed on behalf of those respective systems listed In 

Schedules I or II, respectively. By March 1, 1986, VELCO and 

HMHEC will provide New England Hydro with copies of contracts 

with their respective systems which Impose absolute and 

unconditional obligations on such systems to pay their 

proportionate shares of all costs or obligation Incurred under 

this Agreement by VELCO or HHHEC, respectively. By that date, 

VELCO and HHHEC will also provide to New England Hydro as part 

of their Documentation certificates, legal opinions <from 

counsel satisfactory to New England Hydro>, and other documents 

In form and substance satisfactory to New England Hydro 
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representing unconditionally that all consents, approvals, and 

authorizations have been obtained by their contracting systems 

tn connection wtth each such system's performance of tts 

obligations under Its respective contract with VELCO or MMHEC 

and that each such contract Imposes absolute and unconditional 

obligations on such systems to pay their proportionate shares 

of all costs Incurred under this Agreement by VELCO or MHHEC, 

respectively, and has been duly authorized, executed, and 

delivered and Is a binding commitment of such system 

enforceable In accordance with Its terms. If regulatory 

approvals have not been obtained by March 1, 1986, such 

representations shall be conditioned upon receipt of regulatory 

approvals. VELCO and MMHEC will have until June 1, 1986, to 

receive such approvals and make such representations 

unconditionally. In order that percentages of participation be 

consistent among the Baste Agreements, VELCO and MMHEC shall 

have their contracts with their contracting systems cover the 

necessary commitments for each Baste Agreement. 

All expenses In connection with obtaining and delivering 

any Documentation under this Agreement, Including legal 

opinions, are to be borne by the slgna~ory Incurring such 

expense. New England Hydro will have no responsibility for any 

expenses Incurred by VELCO and MMHEC tn providing Documentation 

for their respective contracting systems. 

-~·~! 
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Any signatory that falls to meet the requirements of 

Section 2 by the deadlines contained herein wtll not be an 

·Equity Sponsor under thts Agreement and will not have any 

rights and obligations hereunder. 

New England Hydro by written notice to all signatories may 

extend any deadline date specified In this Section to a later 

date, provided that any extension for longer than six months 

requires the consent of the Advisory Committee under the 

Massachusetts HVDC Support Agreement. 

Section 3, Effectlye pate and Term 

This Agreement shall become effective <the Effective Date> 

upon the last to occur of the following dates: 

<I> the date that the Equity sponsors, committing In the 

aggregate to Equity Shares <as hereinafter defined> 

equal to at least loot, have met the requirements of 

Section 2; and 

<11> the date that the last of the other Baste Agreements 

<excluding the Use Agreement> becomes effective or 

would become effective but for a condition that Its 

effectiveness Is subject to this Agreement becoming 

effective. 

Upon execution and delivery of the Agreement by New England 

Hydro and NEES and other signatories committing In the 

aggregate to Equity Shares <as hereinafter defined> equal to no 

less than 1001, and notwithstanding any provision herein to the 

contrary, no signatory may terminate Its obligations hereunder 

except In accordance with provisions of thts Agreement. 
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The term of ·this Agreement shall expire on the alter to 

occur of the termination dates of the Massachusetts HVDC 

Support Agreement or the New England Power and Boston Edison AC 
Support Agreements. 

Section 4. £qyltv Sponsor Oyallflcattgn 

A. In order to enhance New England Hydro's ability to 

finance Its portion of Phase II as required under the 

Massachusetts HVDC Support Agreement and to enhance the credit 

support of certain Supporters under the AC Support Agreement, 

some or all of the New England utilities participating In Phase 

II whose credit ratings are at least one grade above the lowest 

Investment grade have agreed to provide, or to cause their 

designees to provide, credit support for those New England 

utilities participating In Phase II whose credit ratings are 

below Investment grade. NEES and those New England utilities 

or their designees which have agreed to provide this credit 

support are the Equity Sponsors of New England Hydro under this 
Agreement. 

B. A Participant under the Massachusetts HVDC Support 

Agreement or Its authorized designee qualifies to be an Equity 

Sponsor by having Its outstanding long-term debentures rated at 

least one grade above the lowest Investment grade rating as of 

September 1, 1985. If no long-term debentures are outstanding, 

the ratings used shall be those of such company's most junior 

long-term mortgage or revenue bonds. If no mortgage bonds, 

revenue bonds, or debentures are outstanding, the ratings used 
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shall be those of the most junior long-term debt. VELCO shall 

qualify to be an Equity Sponsor If 8~ or more of Its common 

stock Is owned by utilities whose debt securities qualify 

pursuant to this subsection 4(8). 

For purposes of thts Agreement, "one grade above the lowest 

Investment grade rating" means a rating equal to the following 

ratings from two of these rating agencies: Standard and Poor's 

corporation - Rating BBB; Moodys Investor Service - Rating 

Baa2; and Duff & Phelps - Rating D&P 9 <or the equivalent 

municipal ratings>. 

c. A •designee" shall be authorized to be an Equity 

Sponsor If It ts a parent company of such Participant and <I> 

Its debt securities meet the appropriate test specified In B 

above, or <11> at least 8~ of Its consolidated utility 

revenues are derived from subsidiaries whose debt securities 

meet the appropriate test specified In B above. <For VELCO, 

each stockholder of VELCO shall be a parent company of VELCO.> 

On or before the date of execution of this Agree.ant, each 

Participant shall Identify tts designee·, If any. 

D. In order that the necessary credit enhancement Is 

provided as specified In A above, the quallfl.catlon of each 

Equity Sponsor shall be reviewed by New England Hydro as of the 

date that the first equity contributions are to be made by such 

Equity Sponsor. If an Equity Sponsor falls to qualify on such 

date, appropriate actions and allocations shall be Instituted 

as provided elsewhere In this Agreement. 
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Section 5. Equity Shares 

A. Each Equity Sponsor shall have and be charged with a 

percentage Interest In all rights and obligations hereunder 

determined In accordance with this Section 5 <which Interest Is 

hereinafter referred to as Its "Equity Share 0 ), All of the 

equity of New England Hydro wtll be owned by the Equity 

Sponsors In proportion to thetr Equtty Shares. 

The Equtty Share of each Equtty Sponsor shall be computed 

both tntttally and as changed from time to ttme In accordance 

with the terms hereof, by New England Hydro as hereinafter 

provided. Such computations shall be made as of the first day 

of any month tn whtch there Is a change tn the number of Equity 

Sponsors or any change In the Interest of any Equity Sponsor as 

herein provtded. The tntttal computation Is to be made as of 

September 15, 1985, and subsequent computations are to be made 

tn any month thereafter tn whtch an Interest Is modtfled or 

terminated due <I> to the failure of a signatory to provide 

proof that It Is qualified to be an Equity Sponsor by December 

30, 1985, or <11> to the failure to provide Documentation by 

June 1, 1986, or <111> to the fatlure to be so qualtfted on the 

date the ftrst equity contrtbuttons are to be made by such 

Equtty Sponsor, or <tv> to the operation of any provtston of 

thts Agreement. All computations shall be ftnal unless there 

ts a manifest error. Such computations of Equity Sponsors' 

Equity Shares as tntttally calculated and as changed under <1> 

and <It> shall be made pursuant to Attachment C. Changes under 

fl 
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(111> shall be made pursuant to secjton S<C> below, and changes 

under <tv> shall be made pursuant to the appropriate sectton 

requtrtng the change. 

B. The Equtty Shares on and as of the tntttal computation 

date, and as of the date of subsequent computations under 

subparts <1> and <tt> of the second paragraph of A above, wtll 

be calculated as follows: 

1. Slt to NEES; and 

2. 49t apportioned among the other Equtty Sponsors 

on the basts of the subscription process as 

described tn Attachment C. 

<Attachment C provides that each Equity Sponsor may specify a 

maximum percentage of equity and that such maximum shall remain 

tn effect until June 1, 1986 or such later deadline If extended 

pursuant to Sectton 2 hereof.) 

c. On the basts of New England Hydro's review of the 

qualifications of each Equtty Sponsor other than NEES as of the 

date that the first equity contributions are to be made by such 

Equtty Sponsor, If one or more Equity Sponsors are no longer 

qualified under Section 4, <t> the aggregate Equity Shares of 

such unqualified Equity Sponsors shall first be offered tn 

wrtttng by New England Hydro to all then qualified Equtty 

Sponsors other than NEES for voluntary subscrtptton, <II> 

second, any remaining shortfall shall be allocated pro rata 

among such qualified Equity Sponsors not Including NEES In 

proportion to their Equity Shares determined as of June 1, 

1986, provided that the aggregate of all Involuntary 
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allocations under this Section 4CC> to such qualified Equity 

Sponsors shall not exceed an aggregate Equity Share of lOX, and 

further.provlded that the aggregate of all such involuntary 

allocations to any such Equity Sponsor shall not Increase such 

Equity Sponsor's Equity Share determined as of June I, 1986, by 

more than 251 thereof, and <Ill> finally, any remaining 

shortfalls shall be r&talned pro rata by such no longer 

qualified Equity Sponsors In proportion to their Equity Shares 

determined as of June I, 1986; provided, however, that NEES and 

111 qualified Equity Sponsors may agree to other allocation 

arrangements; and further provided that NEES shall not have an 

Equity Share of less than 511 unless It so consents. <The 

above deadlines of June I, 1986 may be extended to a later 

deadline pursuant to Section 2 hereof.> 

All offerings above shall be made In accordance vlth a 

voluntary subscription process as specified In Nev England 

Hydro's offering letter, and any oversubscriptions viii be 

treated as provided therein. 

Spctton 6 Relntton$hlp Ampng Equttv Sponsors 

The rights and obligations of the Equity Sponsors htreunder 

are several, In accordance with their respective Equity Shares, 

and not joint. The rights and obligations of New England Hydro 

hereunder are also several and not joint with those of the 

Equity Sponsors or any one thereof. There Is no Intention to 

create by this AgreeMent, or by any grant, lease, license, or 

activity related hereto, an association, joint venture, trust, 

or partnership or to impost on Nev England Hydro or any Equity 

Sponsor trust or partnership rights or obligations; and any 

such Implied Intention is expressly negated. Except as 

• 
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expressly provided in this Agreement, no Equity Sponsor shall 

have by virtue of this Agreement or of any such grant, lease, 

11 cense, or act tv! ty the rl ght or povtr to bl nd any other 

Equity Sponsor without its express written consent. 

Section 7. Equity Contribution 

A. Under the Massachusetts HVDC Support Agreement, New 

England Hydro has agreed to limit its equity Investment to a 

maximum of 401 of Its total capital as of the effective date of 

, that agreement and has agrted to use Its best efforts to 

continue to limit Its equity lnvtstment to 401 of Its total 

capital during the time that New England Hydro has outstanding 

debt In Its capital structure. 

New England Hydro may call from time to time by written 

notification upon the Equity Sponsors to contribute equity In 

any of the forms set forth in this Section up to a maximum 

aggregate amount of $140 million, provided that Equity Sponsors 

having 66-2/31 of Equity Shares may agree to increase this 

maximum aggregate amount; and then all Equity Sponsors shall 

contribute such requested amount with each Equity Sponsor 

contributing up to its Equity Share of the new maximum. Any 

contribution made in response to New England Hydro's call in 

excess of the maximum aggregate amount, as adjusted from time 

to time, may be made on a voluntary basts by any contributing 

Equity Sponsor, and New England Hydro w111 make an appropriate 

adjustment In Equity Shares . 

B. During the term of this Agreement, New England Hydro 
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has the option from time to time to call for contribution of 

equity In any of the following forms: 

1. New England Hydro may offer shares of Its common 

stock to Its Equity Sponsors and each Equity 

Sponsor shall subscribe for and purchase, for 

cash at a price set by New England Hydro, Its 

Equity Share of the common stock so offered. 

2. After each Equity Sponsor owns common stock of 

New England Hydro, New England Hydro may request 

that capital contributions be .ade, and each 

Equity Sponsor shall contribute to New England 

Hydro Its Equity Share of the total capital 

contribution so requested. 

C. In order that New England Hydro may limit Its equity 

Investment to a maxi~ of 40l of Its total capital, New 

England Hydro may, at Its option, from time to time, take any 
of the following actions: 

1. New England Hydro may repurchase.for cash tts 

common stock from Equity Sponsors In amounts that 

will not change the relative Equity Shares among 

Equity Sponsors and at a price per share equal to 

book value per share at the time of repurchase. 

Each Equity Sponsor shall sell such common stock 

to New England Hydro In the full amount so 

requested. 

Z. New England Hydro may return any capital 
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contribution previously received from Equity 

Sponsors In amounts that wtll no.t change the 

relative Equity Shares among Equity Sponsors. 

Each Equity Sponsor shall accept such return of 

capital contribution In the full amount so 

returned. 

3. New England Hydro may pay dividends out of 

earnings or make liquidating dividends to the 

Equity Sponsors. 

D. New England Hydro shall give written notice of any 

call for contributions of equity under B above to each Equity 

Sponsor. Such notice shall specify the amount to be 

contributed, the form of the contribution, and a date, at least 

thirty days after the date of the notice, that the equity Is to 

be contributed. New England Hydro will provide annually 

estimates of Its equity requirements and estimated dates when 

any equity contributions hereunder will be due. New England 

Hydro shall give written notice of any action to reduce Its 

equity under C above to each Equity Sponsor. Such notice shall 

specify the amount and form of the reduction and a date, at 

least fifteen days after the date of the notice, that the 

reduction In equity Is to occur. 

E. New England Hydro shall use the proceeds of any equity 

contribution under this Agreement for the sole purpose of 

meeting Its capital requirements under the Massachusetts HVDC 

Support Agreement. 
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F. All transactions under B, up to a maximum aggregate 

amount of $140 million, and under C above shall be subject to 

receipt of all necessary regulatory approvals, and New England 

Hydro and the Equity Sponsors shall use their best efforts to 

obtain, or to assist In obtaining, these approvals In advance 

of the Effective Date. 

G. New England Hydro shall have two classes of common 

stock, both of which will have the same preferences, 

qualifications, special or relative rights or privileges, 

except that only one class shall have voting powers. Equity 

Shares allocated to NEES shall be evidenced by voting common 

stock. The Equity Shares allocated to each other Equity 

Sponsor shal~. at the option of such Equity Sponsor, be 

evidenced by shares of voting common stock or non-voting common 

stock. Any reallocation of Equity Shares pursuant to section 5 

hereof shall be effected In such manner as to Involve the 

Issuance of additional co..on stock to each Equity Sponsor of 

the class then held by such Spensor. Such election to take 

voting or non-voting stock shall be made In writing to New 

England Hydro by December 31, 1985. 

H. Notwithstanding any provision of this Agreement to the 

contrary, prior to the date that New England Hydro first calls 

for equity contributions from all Equity Sponsors, all equity 

of New England Hydro will be owned and contributed by NEES. 

Section 8. Cash Deficiency Guaranttt 

A. The Massachusetts HVDC Support Agreement provides 
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that, If New England Hydro has, on any Due Date, a Cash 

Deficiency attributed to a Participant, the Participant 

absolutely and unconditionally guarantees to pay Its Cash 

Deficiency on demand ~f Lenders. <The commitment Is made In 

section 19 of that Agreement.> To provide further credit 

support to New England Hydro, each Equity Sponsor absolutely 

and unconditionally guarantees to pay Its then Equity share of 

the Cash Deficiency attributed to any Credit Enhanced 

Participant <as defined In the Massachusetts HVDC Support 

Agreement> with respect to any third party debt financing of 

New England Hydro that was credit enhanced for such 

Participant, with such amounts to be paid directly on demand to 

Lenders, In cash, If for any reason a Credit Enhanced 

Participant falls to pay when due Its Cash Deficiency on demand 

of Lenders. Each Equity Sponsor agrees that Its obligations 

under this Section shall be continuing, absolute, and 

unconditional and without the benefit of any defense, claim, 

set-off, recoupment, abatement, or other right, existing or 

future, which an Equity Sponsor may have against the Lenders, 

New England Hydro, or any other person, and shall remain In 

full force and effect until all of the obligations of New 

England Hydro to the Lenders have been discharged. 

Each Equity Sponsor hereby waives diligence. presentment, 

demand of payment, filing of claims with a court In the event 

of merger or bankruptcy of any Lender or New England Hydro or 

any other Equity Sponsor. protest or notice with respect to 
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this guarantee, 'lnd covenants that the obligations contained In 

thJs guarantee will not be discharged except by complete 

performance of the obligations of New England Hydro to the 

Lenders. 

B. Notwithstanding any other provision contained herein, 

each Equity Sponsor's obligations under this Section s shall be 

limited to Its Equity Share of the Cash Deficiency attributed 

to any Credit Enhanced Participant with respect to any 

financing of any New England Hydro that was credit enhanced for 

such Participant. 

C. In no event shall the several guarantees of the Equity 

Sponsors attributable to Credit Enhanced Participants for each 

debt financing of New England Hydro exceed In the aggregate 35% 

of the aggregate amount of the obligations relating to such 

financing, provided that Equity Sponsors having an aggregate of 

at least SOl of the Equity Shares may agree to exceed such 35% 

maximum and subject to receipt of any necessary regulatory 

approvals, such agree-.nt shall be binding on all Equity 

Sponsors. 

D. In no event shall Equity Sponsors be required to 

provide guarantees for a Participant w.lth respect to a 

particular third party debt financing of New England Hydro If 

that would result In Credit Enhanced Participants with respect 

to that and all other outstanding flnanclngs of New England 

Hydro and New Hampshire Hydro having Participating Shares 

exceeding 35% under the Massachusetts HVDC Support Agreement, 
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provided that Equity Sponsors having an aggregate of at least 

SOl of the Equity Shares may agree to exceed such 35% maximum 

· and subject to receipt of any necessary regulatory approvals, 

such agreement shall be binding on all Equity Sponsors. 

E. Each Equity Sponsor shall use Its best efforts to 

obtain and assist others In obtaining all necessary regulatory 

approvals required for the several guarantees made In this 

Section. 

Section 9. Accectance of Participating Shares 

A. In accordance with section 15 of the Massachusetts 

HVDC Support Agreement, If a Participant that Is a Credit 

Enhanced Participant Is terminated by New England Hydro as a 

Participant, each Equity Sponsor or Its appointee shall be 

allocated by New England Hydro Its then Equity Share of the 

Participating Share of such terminated Participant: such 

allocation to be made as of the date of such termination. Each 

Equity Sponsor or Its appointee shall accept such allocation 

from New England Hydro and shall unconditionally and absolutely 

assume the rights and obligations associated therewith from the 

date of such allocation. If a Participant that was not also a 

Credit Enhanced Participant Is terminated, then acceptance of 

any allocation shall be voluntary by any Equity Sponsor or Its 

appointee and shall be In accordance with New England Hydro's 

offer thereof. If required by New England Hydro, any Equity 

Sponsor or Its appointee assuming rights and obligations under 

the Massachusetts HVDC Support Agreement shall execute and 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 225 of 732



• 

~~-~ ·r""-:":'"'>:G'~,"":" :;-r:~~-~' -····· · , .. -~ . ..._..,... .-... ...,.. .. r<- .. '"~"'"--- ··o<· 

-110-

deliver any documents necessary to effectuate such assumption . 

If any Equity Sponsor that Is the designee of a Participant Is 

unable to deliver these documents to effectuate the assumption, 

such Equity Sponsor shall take all actions necessary for the 

Participant that so designated It as an Equity Sponsor to 

assume such rights and obligations as Its appointee. 

The appointee of NEES shall be New England Power Company. 

The appolntee<s> of any other Equity Sponsor shall be the 

Partlclpant<s> for which such Equity Sponsor was acting as a 

designee. Each Equity Sponsor agrees that tf Its appointee Is 

allocated a Participating Share under the Massachusetts HVDC 

Support Agreement, such Equity sponsor shall also allocate to 

It an equal participating share and support share under the New 

Hampshire HVDC Support Agreement and New England Power and 

Boston Edison AC Support Agreements, respectively. 

B. Each Equity Sponsor shall use Its best efforts to 

obtain and assist others In obtaining all necessary regulatory 

approvals required for performance of Its or Its appointee's 

commitments .ade In this Section. 

Section 10. Cqmmltments under the AC Support Agreements 

A. In accordance with sections 4 of the New England Power 

and Boston Edison AC Support Agreements, If a Credit Enhanced 

Supporter thereunder Is terminated, each Equity Sponsor or Its 

appointee shall be allocated Its then Equity Share of the 

Support Share of such terminated Supporter; such allocation to 

be made as of the date of such termination. Each Equity 

•• 

•• 
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Sponsor or Its appointee shall accept such allocation made by 

New England Power and Boston Edison and shall unconditionally 

and absolutely assume the rtghts and obltgattons associated 

therewith from the date of such allocation. If a Supporter 

under the AC Support Agreements which Is not also a Credit 

··Enhanced Supporter Is terminated, then acceptance of any 

allocation shall be voluntary by any Equity Sponsor or Its 

appointee and shall be made In accordance with New England 

Power's and Boston Edison's offer thereof. If required by New 

England Power or Boston Edison, any Equity Sponsor or Its 

appointee assuming rights and obligations under the AC Support 

Agreements shall execute and deliver any documents necessary to 

effectuate such assumption. If any Equity Sponsor that Is a 

designee of a Participant Is unable to deliver these documents 

to effectuate the assumption, such Equity Sponsor shall take 

all actions necessary for the Participant that so designated It 

as an Equtty Sponsor to assume such rtghts and obligation as 

Its appointee. 

The appointee of NEES shall be New England Power Company. 

The appolntee<s> of any other Equity Sponsor shall be the 

Supporter for which such Equity Sponsor was a~ttng as a 

designee. Each Equity Sponsor agrees that If Its appointee Is 

allocated a Support Share under the New England Power and 

Boston Edison AC Support Agreements, such Equity Sponsor shall 

also allocate to It an equal participating share under the New 

Hampshire HVDC Support Agreement and Massachusetts HVDC Support 

Agreement, respectively. 

·('.'>~~<~ -~~--~ ~·=--

--, 
I 

I 
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B. Recognizing the need to provide additional financial 

security to Induce New England Power, Boston Edison, and the 

Supporters to undertake the substantial obligations of these AC 

Support Agreements, each Equity Sponsor agrees that It shall 

absolutely and unconditionally pay <or cause Its appointee to 

pay>, promptly upon request and In addition to any Support 

Share payment, Its then Equity Share of any unpaid amounts 

attributed to a Credit Enhanced Supporter as specified tn, and 

In accordance with, sections 14 of these AC Support Agreements 

<excluding any amounts due pursuant to sections 17 and 18 
thereof>. 

C. Each Equity Sponsor shall use Its best efforts to 

obtain and assist others In obtaining all necessary regulatory 

approvals required for performance of Its commitments made In 
thts Section. 

Section 11. Character of Payment Qbllgatlons 

The obltgattons of each Equity Sponsor to make payments 

hereunder, and to perform and observe all other agreements on 

Its part contained herein, are absolute and unconditional and 

shall not be affected by any circumstances, Including, without 

limitation, <I> any Insolvency, composition, bankruptcy, 

reorganization, arrangement, liquidation or similar proceedings 

relating to New England Hydro, New England Power Company, 

Boston Edison Company, the Equity Sponsor, any other Equity 

Sponsor, or any affiliate thereof, <It> any Invalidity or 

• 
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unenforceablllty or disaffirmance b~ New England Hydro or any 

Equity Sponsor of any provision of this Agreement or any 

failure, omission, delay, or Inability of New England Hydro to 

perform any of Its obligations contained herein, <Ill> any 

amendment, extension, or other change of, or any assignment or 

encumbrance of any rights or obligations under, this Agreement, 

or any waiver or other action or Inaction, or any exercise or 

nonexerclse of any right or remedy, under or In respect to this 

Agreement, or <tv> any Inability of the Equity Sponsor or any 

other Equity Sponsor to obtain regulatory approvals for 

financing Its Equity Share of any obligations under this 

Agreement, It being the Intention of the parties hereto that 

all amounts payable by each Equity Sponsor In respect of this 

Agreement shall begin to be payable and shall continue to be 

payable In all events In the manner and at the time hereto 

provided. In that connection, each Equity Sponsor hereby 

waives, to the extent permitted by applicable law, any and all 

rights which It .ay now have or which may at any time hereafter 

be conferred upon It, by statute or otherwise, to terminate, 

cancel, or surrender any of Its obligations under this 

Agreement. 

Section 12. oefaylt 

A. Any of the following events <Events of Default> that 

occur and are continuing are Events of Default: 

<I> An Equity Sponsors shall fall to pay to New 
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England Hydro when due any amount whtch tt has 

agreed to pay under any provision of thts 

Agreement, and such failure shall continue for 

more than 15 days after written notice thereof 

has been gtven to such Equity Sponsor by New 

England Hydro; or 

<tt> Any Equity Sponsor shall fatl to supply tn 

accordance wtth the terms hereof any 

documentation required by New England Hydro tn 

connection wtth financing wtth Lenders by New 

England Hydro <for VELCO and MMHEC, thts 

Includes docu~entatton for thetr respective 

contracting electric systems>, and such failure 

shall continue for more than 30 days after 

written notice of such failure has been gtven to 

such Equity Sponsor by New England Hydro; or 

<ttt> An Equity Sponsor shall fall to perform any 

other obltgatton under thts Agreement In 

accordance wtth the terms hereof, and such 

failure shall continue for more than 30 days 

after written notice thereof has been given to 

such Equity Sponsor or any of tts affiliates by 

New England Hydro. 

<tv> Any Equity Sponsor shall experience an event of 

default under the Equity Funding Agreement for 

New Hampshire Hydro. 

• 

., 

.) 
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B. If an Event of Default under Section 12A<t> above 

shall have occurred, New England Hydro may, by written notice 

to each Equity Sponsor, request that the nondefaulttng Equity 

Sponsors on a voluntary basts make the overdue payment to New 

England Hydro, provided that similar voluntary payments are 

made under the Equity Funding Agreement for New Hampshire Hydro. 

C. New England Hydro or any Equity Sponsor shall be free 

to Invoke such remedies at law or In equity as may be deemed 

,appropriate against any Equity Sponsor that defaults under this 

Agreement. 

Section 13 Restrictions on Transfer of Common Stoct 

Each Equity Sponsor agrees that It will not transfer any or 

all of Its common stock of New England Hydro to any other 

person unless such person Is an Equity Sponsor or meets the 

requirements for being an Equity Sponsor under sections 48 or 

4C hereof as of the date of such transfer and a similar 

transfer Is made under the Equity Funding Agreement for New 

Hampshire Hydro. 

Sectton 14. Plyldends on Cgmmpn Stoct 

Any Equity Sponsor may direct New England Hydro to withhold 

the payment of a dividend to such Equity Sponsor and apply such 

dividend to reduce the current or the next Support Charge 

payment required to be made under the Massachusetts HVDC 

Support Agreement by such Equity Sponsor or Its appointee. 
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Section 15. Restrt,ttons on Qlytdends Return of Capital and 

Repurchase of COmmpn Sto~ 

Any Equity Sponsor which is in default hereunder pursuant 

to Section 12 is not entitled to receive any amounts from New 

England Hydro representing such Equity Sponsor's then EqUity 

Share of dividends, return of capital, or proceeds from any 

repurchase of common stock until all amounts <including 

Interest thereon at an annual rate equal to two percent over 

the current Interest rate on prime commercial loans from time 

to time in effect at the principal office of the First National 

Bank of Boston> owed by such Equity Sponsor to New England 

Hydro have been paid. 

Se,tion 16. Certain Actipns of New England Hydro 

A. New England Hydro shall not take any of the following 

actions without prior written approval of Equity Sponsors 

having at that time at least Sot of the Equity Shares: 

(i) Aaend New England Hydro's articles of 

organization or by-laws to adversely affect the 

rights of the Equity Sponsors as stockholders In 

a material manner under the Baste Agreements, 

unless such amendment Is required by regulation 

or law; and 

<it> Merge, consolidate, or sell all or substantially 

all of the assets of New England Hydro not 

otherwise permitted by the Massachusetts HVOC 

Support Agreement. 

•• 

• 

• 
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B. NeN England Hydro shall distribute In a tlaely manner 

to tach Equity Sponsor copies of <a> Its annual audited 

financial statements, <b> notices of all of Its directors' and 

stockholders' meetings (Including any coanlttees thereof), and 

<c> minutes of all of Its directors' and stockholders' meetings. 

Section 17 Miscellaneous 

A. SuCceSSors ADd Assigns. This Agreement shall be 

binding upon and shall Inure to the benefit of, and may be 

performed by, the successors and assigns of the parties .and 

shall also be binding, Insofar as permitted by laN, on any 

receiver or trustee In bankruptcy, receivership, or 

reorganization of any party. No assignment of this Agreement 

shall operate to relieve the assignor of Its obligations under 

this Agreement Nlthout the written consent of the parties 

hereto. Nrltten notice to all parties will be given prior to 

any assignment hereunder. 

Notwithstanding the above, New England Hydro may 

collattrally assign this Agre&ment without tht consent of the 

Equity Sponsors In connection with a third party financing by 

New England Hydro. 

B. Rlgbt of Setoff. No Equity Sponsor shall be entitled 

to set off against the payments required to be made by It 

hereunder <1> any amounts owed to It by New England Hydro, any 

affiliate of New England Hydro, or any other Equity Sponsor, or 

<2> the amount of any claim by It against New England Hydro, 

any affiliate of New England Hydro, or any other Equity 

Sponsor. However, the foregoing shall not affect In any other 

way any Equity Sponsor's rights and remedies with respect to 

any such amounts owed to It by New England Hydro, any affiliate 
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of New England Hydro, or any other Equity Sponsor or any such 

claim by It against New England Hydro or any other Equity 

Sponsor. 

c. Amendments. Any amendments changing the Equity Shares 

of the Equity Sponsors or the several nature of the obligations 

and rights of the Equity Sponsors hereunder as specified In 

Section 6, shall require consent by all parties. In the event 

that an Equity Sponsor Is obligated to acquire Equity Shares 

hereunder and does not pay for such Shares, then such Shares 

will not be Issued to him and such Equity Sponsor's Equity 

Share will be reduced accordingly. All other amendments to 

this Agreement shall be by mutual agreement of New England 

Hydro and Equity Sponsors owning Equity Shares aggregating at 

least Bot, evidenced by a written amendment signed by New 

England Hydro and such Equity Sponsors: and New England Hydro 

and all Equity Sponsors shall be bound by any such amendment. 

D. ~. Except as the parties may otherwise agree, 

any notice, request, bill, or other co.nunlcatlon r~latlng to 

this Agreement, or the rights, obligations or performance of 

the parties hereunder, shall be In writing and shall be 

considered as duly delivered when delivered In person or mailed 

by registered or certified mall, postage prepaid, to the 

respective post office address of the other parties shown 

following the signatures of such other parties hereto, or such 

other address as may be designated by written notice given as 

····- -~-

.-L--·.~ 
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provided In this paragraph D. 

E. Governing Law. Thl s Agreement sha 11 ·be governed by 

and construed and enforced In accordance with the laws of The 

Commonwealth of Massachusetts. 

F. QtJ:w:. 

<1> No action, regardless of form, arising out of this 

Agreement may be brought by any party hereto more than three 

years after the cause of action has arisen. 

<2> In the event that any clause or provlston of this 

Agreement, or any part thereof, shall be declared Invalid or 

unenforceable by any court having jurisdiction, such Invalidity 

or unenforceablllty shall not affect the validity or 

enforceability of the remaining portions of this Agreement. 

<3> All provisions of this Agreement providing for 

limitation of, or protection against, liability shall apply to 

the full extent permitted by law, and regardless of fault, and 

shall survive either termination pursuant to this Agreement or 

cancellation. 

<4> Each party shall, upon request of another party, 

execute and deliver any document reasonably required to 

Implement any provision hereof. 

<S> Any number of counterparts of this Agreement may be 

executed and each shall have the same force and effect as the 

original. 

<6> This Agreement, with the other Baste Agreements, 

Preliminary Quebec Interconnection Support Agreement-

~-----~~---~---=-=-----·-----·· · .. _.· ···,,. __ ····_ -·--
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Phase II, the agreements vlth Hydro-Quebec regarding Phase II, 

and the baste agreements covering Phase I shall constitute the 

entire understanding among the parties and shall supersede any 

and all previous understandings pertaining to the subject 
matter of this Agreement. 

<7> Terms defined In the Massachusetts HVDC Support 

Agreement and the Nev England Pover and Boston Edison AC 

Support Agreements used In this Equity Funding Agreement shall 

be Incorporated herein as defined In such Agreements unless the 
context Indicates othervlse. 

<S> This Agreement Is the act and obligation of the 

parties hereto In their corporate or governmental capacity, and 

any claim hereunder against any shareholder, director, officer, 

employee, or agent of any party, as such, Is expressly valved. 

IN NITNESS NHEREOF, the stgnatortes have caused this 

Agreement to be executed by their duly authortzed offtcers or 
agents. 

NEN ENGLAND HYDRO-TRANSMISSION 
ELECTRIC COMPANY, INC. 

By: ---------------------Its 

Address: 25 Research Drive 
Hestborough, HA 01582 

·~ 

·~ 
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By: ---------------------Its 

Address: 

Hlth respect to the Equity Sponsors' commitments under Section 
10 hereof, New England Power Company hereby acknowledges these tOIIIIIItments. 

NEH ENGLAND POHER COMPANY 

By: ---------------------
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A TT ACHHENT A 

Llst of Egutty Sponsor~ 

New England Hydro will supply a list of Equtty Sponsors as 
of the date of Initial computation and as of each date 
thereafter that the list changes. 

·~ 

·~ 

• 
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ATTACHMENT B 

Forms .of the followtng documentation: 

1. Opinion of Counsel 

2. Certificate 

3. Incumbency and Signature Certificate 

4. Directors' Vote 

[Please note - governmental entitles may make appropriate 
modifications to these documents to reflect that they are not corporations.] 
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[Form of Opinion of Counsel for Each Utility Participant] 

New England Hydro-Transmission 
Electric Company, Inc.; 

New England Hydro-Transmission 
Corporation; or 

New England Power Company 

Gentlemen: 

This opinion Is furnished In connection with the execution 
and delivery by <the Company> of 
the following Agreements: 

He have acted as counsel to the Company, one of the Utility 
Participants, In connection with the execution and delivery of 
the Basic Agreements. He participated In reviewing and/or 
drafting the Agreements. 

As general [special] counsel to the Company, we are 
generally familiar with Its affairs. [If special counsel Is 
giving the opinion, describe relationship to the Company.] He 
have reviewed the proceedings taken by the Company In 
connection with Its authorization, execution, and delivery of 
the Agreements and any documentation supplied by the Company 
thereunder. He have also examined executed counterparts of the 
Agreements, have made such other Investigation, and have 
examined such other records and documents, and have made such 
examination of law and satisfied ourselves as to such other 
matters as we have deemed relevant and necessary In order to 
·enable us to express the opinions set forth below. 

Based upon and subject to the foregoing and to the further 
qualifications In this opinion, we are of the opinion that: 

1. The Company Is a corporation duly organized, validly 
existing and In good standing under the laws of [the 
jurlsdl~tlon of Its Incorporation], has the corporate power to 
own !ts assets and to transact the business In which It Is 
engaged, and Is duly qualified as a foreign corporation In, and 
Is In good standing under the laws of, each jurisdiction In 
which the conduct of Its business or the ownership of Its 
assets requires such qualification. 

2. The Company has <and in the case of the Agreements at 
the time of execution and delivery thereof, had> full corporate 
power, and legal right to execute, deliver and perform the 
Agreements, and the Company has taken all necessary corporate 
action to authorize the execution, delivery, and performance by 
It of the Agreements. 

-------------

·~ 

.l 
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3. The execution, delivery, and performance by the Company 
of the Agreements do not <a> contravene the Company's [charter 
documents] or by-laws, <b> violate any applicable law, rule, 
regulation, order, writ, judgment, Injunction, decree, or award 
known to us by which the Company Is bound, <c> violate any 
Indenture, Instrument, or agreement known to us by which the 
Company Is bound, or <d> result In or require the creation or 
the Imposition of any lien pursuant to the provisions of any 
Indenture, Instrument, or agreement known to us by which the 
Company Is bound. 

4. No authorization, approval, consent, or other action 
by, and no notice to or filing with, any federal, state, or 
other governmental authority or regulatory body which has not 
been obtained or given and Is not In full force and effect Is 
required for the valid and lawful execution, delivery, and 
performance by the Company of the Agreements. [In this 
connection, to the extent It may be required by law, the 
approval of the Massachusetts Department of Public Utilities 
[Connecticut PUC, or other] has been given for the Agreements 
and the Company's performance thereunder by order<s> 
dated , which remains In full force and 
effect.] 

S. The Agreements have each been duly executed and 
delivered by the Company and constitute the legal, valid, and 
binding obligations of the Company enforceable against It In 
accordance with their respective terms. 

6. No action, suit, proceeding, or Investigation at law or 
In equity or by or before any governmental Instrumentality or 
other agency now pending or threatened against or affecting the 
Company or Its property or rights which, If adversely 
determined, would materially Impair the ability of the Company 
to perform Its obligations under the Agreements Is known to us. 

Our opinion that the Agreements are enforceable, each In 
accordance with the terms thereof, Is qualified to the extent 
that the enforcement of the rights and remedies created thereby 
Is subject to bankruptcy, Insolvency, reorganization, and 
similar laws of general application affecting the rights and 
remedies of creditors and secured parties, and to the further 
extent that the availability of the remedies of specific 
enforcement, Injunctive relief, or any other equitable remedy 
Is subject to the discretion of the court before which any 
proceeding therefor may be brought. 

Very truly yours, 

l 
. ,:,t;;>;I;;rtz.J 
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CERTIFICATE 

I, <Insert name>, the Clerk Cor Secretary or other 
principal recording officer> of Clnsert name of Utility 
Participant>, a <Insert state of organization> <the "Company"> 
do hereby ~ertlfy that: 

Cll Attached hereto as Exhibit A Is a true and correct 
copy of a vote duly adopted at a meeting of the Board of 
Directors of- the Company, duly called and held on , 
198_, and that such vote and the authority vested thereby have 
not been amended or revoked and are still In full force and effect. 

<2> Attached hereto as fxhlblt B Is a true and correct 
copy of the Articles of Organization <or other charter 
documents> of the Company, as amended and In effect as of the 
date of this Certificate. 

<3> Attached hereto as Exhibit c Is a true and correct 
copy of the By-Laws of the Company, as amended and In effect as 
of the date of this Certificate. 

<4> The persons <or person> listed on Exhibit p have been 
duly elected to the offices set forth adjacent to their 
respective names since the first day of June, 1985, and the 
signatures adjacent to their respective names are the genuine 
signatures of said officers. 

IN WITNESS NHEREOE, I have placed my hand and the seal of 
the Company this day of , 198_. 

By -------------------
Na11e: 
Title: 

·~ 
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CQNFIRMATioN oF INCUHBENcv AND SIGNATURE OF 
CLERK SECRETARY. oR oTHER PRINCIPAL REQpBpiNG OFFICER 

I <name> Ctltle> of the Company, do hereby certify that 
cname'of offl~er executing certificate> Is and at all times 
subsequent to , 198_, has been the duly elected 
<title> of the Company and that the signature adjacent to his 
cor her> name Is the genuine signature of said officer. 

~----------------------------
Name: 
Title: 
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fORM Of PIRECIQRS' VOTE APPROVING AGREEMENts 

~: That In connection with this Company's participation 
In the Phase II expansion of the proposed 
lnterconnect1on between the New England Power Pool 
companies and Hydro-Quebec, the execution and delivery 
on behalf of this Company by 
President, of the following a:g:':'re:-e:--me:-:-nt:-s-:-<':":b-e~l-ng ___ , 
collectively referred to In this vote.as "Agreements"> 
copies of ·which Agreements have been presented at this 
meeting, are hereby authorized, approved, ratified, 
and confirmed, and that the officers of this Company 
are further authorized severally to take any and all 
such further actions Including the execution and 
delivery of such further documents, as such officers 
or any of them may deem necessary or appropriate In 
connection with the actions and documents authorized by this vote. 

··~ 

·~ 

•• 
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AUACHHENI C 

SubscriPtion process for Petermlnlng 
£gutty Shares under section S<B> 

After allocation of 511 of the Equity Shares to NEES 
pursuant to Section S<B><I>, the Equity Shares shall be 
allocated to Equity sponsors other than NEES as follows: 

<a> Each other Equity Sponsor shall be entitled to a pro 
rata share of the remainder based on the Participating 
Share of such Equity Sponsor or the Partlclpant<s> 
that has designated It as an Equity Sponsor as a 
percentage of Participating Shares of all other Equity 
Sponsors or such Participants as shown In the 
Massachusetts HVDC Support Agreement. For the purpose 
of this calculation, the Participating Share of each 
Equity Sponsor designated by VELOO shall be deemed to 
be a pro rata share of VELCO's Participating Share 
based on the ratio of such Equity Sponsor's 1980 kwh 
load to the aggregate 1980 kwh load of all Equity 
Sponsors designated by VELOO. 

<b> Upon execution of this Agreement, each other Equity 
Sponsor may subscribe for more or less than Its share 
under <a> above. 

<c> Upon execution of this Agreement, each other Equity 
Sponsor may specify a maximum ll~lt on Its share of 
such remainder that would apply to any allocations 
~de on or before June 1, 1986 or such later deadline 
date as Is fixed pursuant to Section 2 hereof. 

<d> If there are no undersubscrtpttons or 
oversubscriptions under <b> above or If the sum of the 
shares under <a> or <b> above for all Equity Sponsors 
equals loot of such remaining shares, then each Equity 
Sponsor shall have a share as determined under <a> or 
<b> above. <For the purposes of this attachment, 
oversubscription shall mean, wtth respect to any 
Equity Sponsor, a subscription under <b> above of more 
than Its share under <a> above. For the same 
purposes, undersubscrlptlon shall mean, wtth respect 
to any Equity Sponsor, a subscription under <b> above 
of less than Its share under Ca> above. The amount of 
such oversubscription shall be equal to <b> minus <a> 
and the amount of such undersubscrlptton shall be 
equal to <a> minus <b>.> 

<e> If there are undersubscrlpttons but not 
oversubscriptions or If there are oversubscriptions 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 235 of 732



-130-

but no undersubscrlptlons, then each Equity Sponsor 
shall have a share as determined under <a> above; 
provided, however, that no Equity Sponsor shall be 
allocated more than Its specified limit under <e> 
above. If the sum of all shares heretofore allocated 
Is less than 1001, any remaining share shall be 
allocated to all Equl.ty Sponsors that have received 
shares less than their limits under <c> above, pro 
rata by the difference between their limits under <c> 
above and their shares as heretofore allocated. 

Cf) If the net result of subtracting the aggregate amount 
of all undersubscrlptlons from the aggregate amount of 
all oversubscriptions Is greater than zero, the 
aggregate amount of all oversubscriptions must be 
reduced to the aggregate amount of all 
undersubscrlptlons. This amount shall be referred to 
as the total permitted amount of oversubscriptions. 
Each oversubscriber shall Initially be allocated a 
share of the total permitted amount of 
oversubscriptions <pro rata by the Participating 
Shares of the oversubscrlbers or their designators as 
shown In the Massachusetts HVDC Support Agreement>; 
provided that no oversubscriber shall be allocated 
more than Its requested amount under <b> above. Any 
re.alnlng unallocated portion of the total permitted 
amount of oversubscriptions shall be allocated to all 
oversubscrlbers that have not yet reached their 
requested amount under <b> above pro rata by the 
differences between thetr requested shares under <b> 
above and their shares as heretofore allocated. 

<g> If the net result of subtracting the aggregate amount 
of all oversubscriptions from the aggregate amount of 
all undersubscrlptlons ts greater than zero, the 
aggregate amount of all undersubscrtpttons must be 
reduced to the aggregate amount of all 
oversubscriptions. This amount shall be referred to 
.as the total permitted amount of undersubscrlptlons. 
The total permitted amount of undersubscrlptlons shall 
be allocated to the undersubscrlbers pro rata by the 
amounts of their undersubscrlptlons; provided, 
however, that no Equity Sponsor shall be allocated 
more than Its specified limit under <c> above. If the 
sum of all shares heretofore allocated Is less than 
1001, any remaining share shall be allocated to all 
Equity Sponsors that have received shares less than 
their limits under <c> above, pro rata by the 
difference between their limits under <c> above and 
their shares as heretofore allocated. 

(h) •• 
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If Equity Shares are required to be changed pursuant 
to subpart (I) or <II> of Section S<a>, this 
reallocation shall be accomplished In .accordance with 
this Attachment G on the basts of the subscriptions 
Initially made under <b> and the maximum limits. 
specified under <c> by each continuing Equity Sponsor, 
and giving effect to the termination of any Equity 
Sponsor pursuant to said subpart <t> or <tt>. 
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i. 

<COMPOSITE CONFORMED COPY - as amended> 
Amendment No. 1-May l, 1986 
Amendment No. 2-February 1, 1987 
~ndment No. 3-June 1, 1987 
Amendment No. 4-Sept. 1, 1987 
Amendment No. 5-0ctober 1, 1987 
Amendment No. 6-August 1, 1988 
~ndment No. 7-January 1, 1989 
Amendment No. 8-January 1, 1990 

PHASE II NEH HAMPSHIRE TRANSMISSION 

FACILITIES SUPPORT AGREEMENT 

Dated as of June 1, 1985 
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PHASE II NEH HAMPSHIRE TRANSMISSION 

FACILITIES SUPPORT AGREEMENT 

This AGREEMENT dated as of June 1, 1985, Is between New 

England Hydro-Transmission Corporation <New Hampshire Hydro> 

and the New England utilities listed In Attachment A hereto. 

Those New England utilities that have executed this Agreement 

and meet the further conditions for participation hereunder are 

hereinafter referred to as Participants or Individually as a 

Participant. The Participants, each of which Is a member of 

the New England Power Pool <NEPOOL>, are sometimes referred to 

collectively herein, but their rights and obligations hereunder 

are several and not joint as described In Section 5 hereof . 

In consideration of the premises, the concurrent execution 

of the other Basic Agreements hereinafter referred to, the 

mutual covenants hereinafter and therein set forth, and other 

good and valuable consideration, receipt whereof Is hereby 

acknowledged, It Is hereby agreed as follows: 

Section 1. Baste Understandings and purpose 

Some or all of the Participants are participants In the 

existing arrangements for the Phase I Interconnection planned 

by NEPOOL with Hydro-Quebec, which Is to consist of a ± 450 kV 

HVDC transmission line from a terminal at the Des Cantons 

Substation on the Hydro-Quebec system near Sherbrooke, Quebec 

to a terminal having an approximate rating of 690 MH at a 

substation at the Comerford Generating Statton on the 
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Connecticut River <hereinafter referred to as Phase I>. The 

basic arrangements covering the portion of Phase I In the 

United States are set forth In the New England Power Pool 

Agreement, as amended <the NEPOOL Agreement> and three 

contracts among the participants In Phase I as follows: 
1. 

2. 

3. 

Vermont Transmission Line Support Agreement, 

dated as of December 1, 1981, as amend.ed, wl th 

Vermont Electric Transmission Company, Inc. 

Phase I Terminal Facilities Support Agreement, 

dated as of December 1, 1981, as amended, with 

New England Electric Transmission Corporation, and 

Agreement Hlth Respect To Use Of Quebec 

Interconnection, dated as of December 1, 1981, as 

amended, Including the restatement thereof tn 

connection with Phase II <this Agreement as 

restated to cover Phase II Is hereinafter 

referred to as the Use Agreement>. 

These Phase I lnterconn.ectton facilities are currently under 

construction with conpletlon scheduled during 1986. 

Nlth the completion of arrangements for Phase I and the 

related contracts with Hydro-Quebec, the members of NEPOOL have 

conducted studies of the benefits of an expanded 

Interconnection for NEPOOL with Hydro-Quebec <Phase II> and 

have negotiated with Hydro-Quebec a firm energy arrangement to 

. utilize the expanded Interconnection facilities. The results 

of these studies Indicate that such an expansion of the 

Interconnection capacity will be beneficial to the New England 

utilities and to their respective customers. 

·~ 

•• 

• 
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The portion of Phase II In the United States will consist 

of an extension of the Phase I DC transmission line from the 

proposed terminus of Phase I at the· Comerford Statton through 

New Hampshire to a site In Massachusetts with additional 

terminal facHttles Installed at that site to Increase the 

. tota 1 transfer capac! ty between Hydro Quebec and NEPOOL from 

the 690 MH of Phase I to approximately 2000 MH. Reinforcements 

to the existing AC transmission system of New England Power and 

to certain AC facilities of Boston Edison Company will also be 

required. The United States portion of the Phase II facilities 

will be designated as pool-planned facilities In the same 

manner as the United States portion of the Phase I facilities 

was so designated . 

Hydro Quebec and the Participants have agreed to enter Into 

a ten year energy contract for Phase II. Under that contract, 

the Participants would purchase. at favorable prices from Hydro 

Quebec, 7 Twh of energy per year. The Phase II energy will 

provide an opportunity to displace oil as a fuel for generation 

and should reduce consumers• annual fuel costs In New England. 

The commitment of Hydro Quebec to supply to the Participants 

this large amount of energy should also defer New England's 

need for expensive new generation. There Is also the potential 

for additional benefits from Phase II, such as energy banking, 

energy Interchange, and emergency transfer for mutual 

reliability purposes. 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 241 of 732



-4-

Studies performed on behalf of and by NEPOOL show that the 

aggregate present value of these benefits Is expected to 

significantly exceed the cost of Phase II. The Phase I Support 

Agreements provide for allocation of participation In Phase II 

~ LA1i among all Participants based upon their proportionate 

shares of the 1980 NEPOOL .load with provision for some 

preferential allocations to certain Participants Involved In 
Phase II. 

Each Participant acknowledges that It has been represented 

on the Executive and Planning Committees of NEPOOL that had 

responsibility for evaluating the feasibility of Phase II and, 

through this representation, actively participated In the 

decision of NEPOOL to go forward with Phase II. Furthermore, 

each Participant represents that It made Its own Independent 

Investigations and Inquiries as It deemed appropriate and did 

not rely upon representations <other than those contained In 

this Agreement> of New Hampshire Hydro or Its affiliates In 

deciding to enter Into this Agree-.nt. 

The sharing of benefits among the Participants associated 

with Phase II Is set forth In the Use Agreement. The Use 

Agreement also permits each Participant to make Its own 

entitlement transactions with Hydro Quebec and to use the 

Interconnection for such transactions. Each Participant 

acknowledges that the benefits of participating In Phase II set 

forth In the Use Agreement are the fundamental consideration 

for Its signing of this Agreement and making the significant 

commitments to each other Participant speclfted herein. 

-~ 

•• 
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The provisions of this Agreement cover the Phase II New 

Hampshire HVDC transmtsslon line <the Transmission Facilities> 

as described In more detail In Attachment B hereto. In 

accordance with the provisions hereof, New Hampshire Hydro 

agrees to build, own, operate, and maintain the Transmission 

Facilities. Each Participant hereby agrees to support the 

construction, operation, maintenance, and capital costs of the 

Transmission Facilities In accordance with the provisions 

hereof. In connection with the HVOC transmission line to be 

constructed by New Hampshire Hydro In New Hampshire, New 

England Power and Public Service Company of New Hampshire have 

agreed to lease rights-of-way to New Hampshire Hydro for the 

full term of this Agreement. 

All Improvements and .reinforcements to AC transmission 

systems tn Massachusetts necessitated by Phase II are covered 

under the Phase II New England Power AC Facilities Support 

Agreement and the Phase II Boston Edison AC Facilities Support 

Agreement. 

The portion of the Phase II HVDC transmission line to be 

constructed In Massachusetts and the terminal facilities to be 

constructed In Massachusetts are covered under the Phase II 

Massachusetts Transmission Facilities Support Agreement among 

New England Hydro-Transmission Electric Company, Inc. <New 

England Hydro>, an affiliate of New Hampshire Hydro, and the 

Participants. New England Hydro will build, own, operate, and 

maintain these Massachusetts Phase II facilities. 
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In view of the need to formalize the agreements among the 

parties at an early date so that <I> binding commitments with 

Hydro Quebec for Phase II nay be made, <II> binding commitments 

for ultimate construction and the financing of the United 

States portion of Phase II may be undertaken consistent with 

the time schedule anticipated by NEPOOL and with the assurance 

that the Participants' commitments are In place and (Ill> 

licensing activities nay proceed on a schedule that enables 

completion of such construction consistent with the time 

schedule anticipated by NEPOOL, the following agreements are 

concurrently being entered Into <the "Baste Agree1111nts"> which 

collectively set forth rights and obligations with respect to 

the foregol~g undertaking: <1> this Agreement; <2> the Equity 

Funding Agreement for New Hampshire Hydro; <3> the Phase II 

Massachusetts Transmission Facilities Support Agreement; (4) 

the Equity· Funding Agreement for New England Hydro; <S> the 

Phase II New England Power AC Facilities Support Agreement; 

<&> the Use Agreement; t7> various amendments to the NEPOOL 

Agreement relating to the sharing of savings, capability 

responsibilities, and Pool transmission arrangements; and <B> 

the Phase II Boston Edison AC Facilities Support Agreement. 

In order to coordinate each Participant's participation In 

Phase II to the fullest extent possible, each Participant 

acknowledges that It Is to have the same participating Interest 

under each of these agreements: this Agreement, the Phase II 

Massachusetts Transmfsslon Faclll ties Support Agreement, the 

Phase II New England Power AC Facilities Support Agreement, the 

•• 

., 

•• 
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Phase II Boston Edison AC Facilities Support Agreement, and the 

Use Agreement. Each Participant acknowledges that these 

agreements have been drafted with the overriding Intent to so 

coordinate participating Interests and that, notwithstanding 

any provision thereof that may be Interpreted to the contrary, 

the proper Interpretation of each of these agreements Is to be 

consistent with such overriding Intent. The Equity Funding 

Agreement for New Hampshire Hydro and the Equity Funding 

Agreement for New England Hydro have also been drafted to 

require actions of Equity Sponsors or their appointees 

affecting such participating Interests to be the same under 

each Equity Funding Agreement In order to also be·conslstent 

with such overriding Intent. 

During the term of this Agreement, New Hampshire Hydro 

shall limit Its activities to those necessary or desirable In 

connection with Phase II unless New Hampshire Hydro requests 

authority from the Advisory Committee for other activities and 

such authority Is granted. New Hampshire Hydro shall endeavor 

to obtain permanent debt financing at reasonable rates with 

maturities approximating to the extent practicable the then· 

remaining useful life of the Transmission Facilities or to 

secure other advantageous financial arrangements. New 

Hampshire Hydro will limit Its equity Investment to a maximum 

of 40% of Its total capital as of the Effective Date. During 

the time that New Hampshire Hydro has outstanding debt In Its 

capital structure, New Hampshire Hydro shall use Its best 

efforts to continue to limit Its equity Investment to 40% of 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 243 of 732



-8-

Its total capital; provided, however, that Ntw Hampshire Hydro 

shal'l be under no obligation to so limit Its equity Investment 

In the event that, after the Date of Full support Payment <as 

defined In Section 13> the term of Its debt financing or other 

financing arrangements Is less than ten years. 

New Ha~shlre Hydro's common equity will be provided under 

the ~qulty Funding Agreement by the Equity Sponsors thereunder 

Including New England Electric System <NEES> and those 

Participants or their authorized designees that qualify by 

having outstanding long-term debt securities rated at least one 

grade above the lowest Investment grade rating as of the date 

so required under the Equity Funding Agreement. <The form of 

Equity Funding Agreement Is Included as Attachment G hereto.> 

The Equity Funding Agreement requires equity contributions to 

New Ha~shlre Hydro fro. Equity Sponsors up to a .axlmum of $90 
million unless Equity Sponsors having an aggregate of 66-2/3% 

equity participation agree to Increase such maximum. 

However, prior to ~he Effective Date, all equity of New 

Hampshire Hydro will be contributed by NEES. 

To provide assurance that adequate funds will be available 

to support the financing of the Transmission Facilities, each 

Participant has agreed, In accordance with Section 14 hereof, 

to an absolute and unconditional obligation to make payments 

hereunder and to meet all other commitments hereunder, 

Including but not limited to those of Section 19 hereof. In 

order to provide further assurance that adequate debt financing 

will be available to New Hampshire Hydro, the Equity Sponsors 

., 

•• 

•• 
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have agreed In the Equity Funding Agreement to severally 

guarantee certain obligations under Section 19 hereof of 

certain Participants with respect to each debt financing of New 

Hampshire Hydro; provided that .the several guarantees of the 

Equity Sponsors are subject to the limits as set forth In 

·section· 8C and D of the Equity Funding Agreement for New 

Hampshire Hydro; and further provided that one or more Equity 

Sponsors or their appointees may voluntarily agree to guarantee 

additional amounts of obligations under such debt financing. 

During the term of each New Hampshire Hydro debt financing, 

financing, any Participant which, on the commitment date of 

that financing, <a> had below Investment grade debt ratings on 

Its most junior long-term debt securities or did not have a 

debt rating, <b> had not provided substitute credit 

enhancement In accordance with Attachment F, and <c> Is credit 

enhanced by Equity Sponsors for such financing, Is a Credit 

Enhanced Participant. In addition, any Part'lclpant which Is a 

credit enhanced participant under the Phase II Massachusetts 

Transmission Facilities Support Agreement Is also a Credit 

Enhanced Participant hereunder. 

Section 2, Conditions precedent to Effectiveness 

The effectiveness of this Agreement, and all rights, 

obligations, and performance of the signatories hereunder, Is 

subject to <a> New Hampshire Hydro having executed this 

Agreement, <b> members of NEPOOL serving at least 66 2/lt of 

the aggregate kllowatthour load served by all NEPOOL members In 

1980 <I> each having executed this Agreement and the other 
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Baste Agreements· <except for the two Equity Funding Agreements 

executed by the Equity Sponsors and the amendments to the 

NEPOOL Agreement> and Cll> each havtng satisfied the conditions 

precedent set forth below, <c> Equity Sponsors covering at 

least 100% of New Hanpshtre Hydro's equity requirements having 

__ execut_e_d _the Equl ty Funding Agree~~~ant wl th New HUipshl re Hydro 

and covering at least 100% of New England Hydro's equity 

requirements having executed the Equity Funding Agreement with 

New England Hydro, and Cd> members of NEPOOL having executed 

the aMendments to the NEPOOL Agreement for Phase II In order 

that such amend .. nts may become effective In a~cordance with 

the NEPOOL Agreement. The signatories to this Agreement shall 

also sign and supply any required documentation under the Phase 

II Massachusetts Transmission Facilities Support Agreement, the 

Phase II New England Power AC Facfl 1 tl es Support Agreement, the 

Phase II Boston Edison AC Factltttes Support Agreement, the use 

Agreement, and amendments to the NEPOOL Agreement relating to 
Phase II. 

By Septe~r 15, 1988, each signatory to this Agreement 

shall provide certificates and legal optntons from counsel 

satisfactory to New Hampshire Hydro, together with certified 

copies of related resolutions, consents, approvals, 

authorizations, and other documents <Documentation> necessary 

to establish to the satisfaction of New Hampshire Hydro that 

all corporate and regulatory consents, waivers, approvals, 

authorluttons and other actions necessary tn connection wfth 

perforaance by such signatory of Its obligations under the 

., 

•• 
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Agreement have been obtained and are In full force and effect, 

that the Agreement has been duly authorized, executed, and 

delivered by such signatory, and that It constitutes a binding 

commitment by the signatory enforceable In accordance with Its 

terms. Forms of Documentation acceptable to New Hampshire 

Hydro are Included In Attachment C hereto. Prior to signing 

this Agree~nt, each signatory has provided to New Hampshire 

Hydro a listing of all consents, waivers, approvals, 

authorizations, and other actions required for that signatory 

to deliver Its Documentation. 

Since Vermont Electric Power COmpany, Inc. <VELCO> and 

Massachusetts Municipal Wholesale Electric Company <MMHEC> 

represent a number of electric systems, In calculating their 

respective kllowatthour loads on Attachment A, they are deemed 

to have signed on behalf of those respective systems listed In 

Schedules I or II, respectively. By September 1, 1988, VELCO 

and MHHEC will provide New Hampshire Hydro with copies of 

contracts with those respective systems which Impose absolute 

and unconditional obligations on such systems to pay their 

proportionate shares of all costs Incurred under this Agreement 

by VELCO or MMHEC, respectively. By that date, VELCO and MMHEC 

will also provide to New Hampshire Hydro, as part of their 

Documentation, certificates, legal opinions (from counsel 

satisfactory to New Hampshire Hydro>, and other documents In 

form and substance satisfactory to New Hampshire Hydro 

representing unconditionally that all consents, approvals, and 

authorizations have been obtained by their contracting systems 
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tn connection wtth each such system's performance of tts 

obltgattons under tts respective contract wtth VELOO or MMHEC 

and that each such contract Imposes absolute and unconditional 

obligations on such systems to pay thetr proportionate shares 

of all costs incurred under thts Agreement by VELCO or MMHEC, 

respectively, and has been duly authorized, executed, and 

delivered and ts a btndtng commitment of such system 

enforceable tn accordance with Its terms. If regulatory 

approvals have not been obtained by September I, 1988, such 

representations shall be condtttoned upon recetpt of regulatory 

approvals: VELOO and MHHEC wtll have until September 15, 1988 

to recetve such approvals and make such representations 

uncondtttonally. In order that percentages of parttctpatton be 

consistent among the Baste Agreements, VELCO and MMHEC shall 

have thetr contracts with thetr contracting systems cover the 

necessary commitments for each Baste Agreement. 

All expenses tn connection wtth obtatntng and deltvertng 

any Documentation under thts Agreement, tncludtng legal 

optntons, are to be borne by the signatory tncurrtng such 

expense. New HIIIIJishtre Hydro wt 11 have no responstbtl tty for 

any expenses Incurred by VELCO and MMHEC tn provtdtng 

Documentation for thetr respective contracting systems. <All 

expenses of further Documentation tncludtng legal optntons 

required for any ftnanctng by New Hampshire Hydro wtth an 

unaffiliated thtrd party wtll be borne by the Participants tn 

the same manner>. 

-13-

In the event that VELOO or MHHEC does not provtde such 

contracts and Documentation by the aforementioned deadlines 

under thts Agreement and similar contracts and documentation as 

required by the other Baste Agreements, for all electric 

systems shown on Schedules I or II, thetr respective 

ktlowatthour loads on Attachment A wtll be automatically 

adjusted to equal the 1980 kllowatthour loads of those 

contracting electric systems for whtch the required contracts 

and Documentation have been provided. Promptly thereafter, New 

Hampshire Hydro will prepare and dtstrtbute an appropriately 

modtfted Attachment A with an addtttonal column showing 

Participating Shares for all Parttctpants and modified 

Schedules I and II. 

If MMHEC provides by December 31, 1985, to New Hampshire 

Hydro at MMHEC's expense an optnton of nationally recognized 

bond counsel <ltsted tn the Blue Book> stating unequivocally 

that MMHEC ts not legally authorized to enter tnto and perform 

the obligations of thts Agree .. nt on any basts other than as an 

obltgatton payable solely from revenues dertved by MMHEC under 

the contracts entered tnto wtth Its contracting electric 

systems, then New Hampshire Hydro and the other Parttctpants 

agree that MMHEC's liability hereunder shall be so ltmtted. 

Otherwise, MMHEC's ltabtltty hereunder shall not be so limited 

and shall be on the same basts as that of the other 

Participants. 
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VELOO and MMHEC hereby grant to New Hampshire Hydro, on a 

part pessu basts with New England Hydro, New England Power 

Company, and Boston Edison Company, a security Interest In, and 

pledge of, their respective contracts with their respective 

systems covering Phase II, Including but not limited to all 

revenues derived_ or to be derived therefrom. VELOO and MMHEC 

also agree not to grant to any other party any lien upon, or 

pledge or assignment of revenues from, such contracts, except 

as required In connection with any financing by New Hampshire 

Hydro with an unaffiliated third party <Lender> or by New 

England Hydro with a Lender, or except with the approval of New 

England Hydro and New Hampshire Hydro, as required In 

connection with any financing by MMHEC, the proceeds of which 

are to be applied exclusively by MHHEC to meet Its obligations 

under Phase II, provided that such grant by MMNEC to Its third 

party lenders shall ~· on a Alii All1U basts with the Lenders, 

New England Hydro, New Ha.pshlre Hydro, New England Power 

Company and Boston Edison Coapany, and provided further that 

MMHEC shall have Its third party lenders execute and deliver 

lntercredltor agreements acceptable to the Lenders, New England 

Hydro, New Hampshire Hydro, New England Power Company and 

Boston Edison Company providing an appropriate allocation 

between MMHEC's third party lenders and the Lenders, New 

England Hydro, New Hampshire Hydro, New England Power Company 

and Boston Edison Company of payments made under HMHEC's 

contract with Its systems and Including appropriate notice 

provisions. VELOO and MMHEC will execute and deliver In a 

• 

·~ 
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timely manner all Documentation requested by New Hampshire 

Hydro to perfect such grants. 

Any signatory, that Is unable to provide all Documentation 

by the applicable deadlines required by this Section 2 or that 

falls to obtain any regulatory approval required to deliver 

such Documentation by the applicable deadlines, will not be a 

Participant under this Agreement and will not have any rights 

and obligations hereunder after the date of such deadline. All 

obligations of New Hampshire Hydro hereunder are subject to 

obtaining all regulatory approvals necessary for New Hampshire 

Hydro to charge the Participants In accordance with the terms 

of this Agreement. 

New Hampshire Hydro by written notice to all signatories 

may extend any deadline date specified In this Agreement to a 

later date, provided that any extension for longer than stx 

aonths requires the consent of the Advisory Committee. 

Section 3. Effectlye Date and Term 

This Agreement shall become effective <the Effective Date> 

upon the last to occur of the following dates: 

<I> the date that Participants serving at least 

66 2/ll of the aggregate kllowatthour load In 

1980 served by NEPOOL members have satisfied 

all conditions precedent to effectiveness set 

forth In Section 2; 

<II> the date that New Hampshire Hydro shall give 

written notice to all Participants that It has 

determined <such notice to be promptly given 

------------.~_ ... .. -.-.---~~-4---,--~ 
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upon such determination> that all regulatory 

approvals necessary for It to charge the 

Participants In accordance with the terms of 

this Agreement have been obtained and are no 

longer subject to appeal; 

<Ill) the date on which New Hampshire Hydro shall 

give written notice to all Participants that It 

has determined <such notice to be promptly 

given upon such determination> that all major 

regulatory approvals and licenses necessary for 

construction and operation of Phase II have 

been obtained and are no longer subject to 

appeal, unless New Hampshire Hydro and the 

Advisory Committee agree that this Agreement 

shall become effective before one or more of 

such approvals and licenses has been obtained 

and Is no longer subject to appeal; 

<lv> the date that New Hampshire Hydro first 

receives borrowed funds as part of a financing 

· arranged with Lenders for construction of the 

Transmission Facilities; and 

<v> the date that the last of the other Basic 

Agreements <excluding the Use Agreement> 

becomes effective or would become effective but 

for a condition that Its effectiveness Is 

subject to this Agreement becoming effective. 

•• 
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Upon execution and delivery of the Agreement by members of 

NEPOOL serving at least 66 2/31 of the aggregate kllowatthour 

load In 1980 served by NEPOOL members. and notwithstanding any 

provision herein to the ~ontrary, no signatory may terminate 

Its obligations hereunder except In accordance with provisions 

of this Agreement. 

Each Participant which Is also a participant under the 

Phase I Support Agreements shall exercise Its rights and take 

all actions under the Phase I Support Agreements to assure that 

the Phase I facilities are available to permit continued 

operation of Phase II. <In order to assure that Phase II Is 

permitted to operate for a full maximum term of fifty years, 

New Hampshire Hydro understands that New England Electric 

Transmission Corporation and Vermont Electric Transmission 

Company, Inc. have agreed to extend the provisions of the Phase 

I Support Agreements to the Phase II Participants to cover this 

time period.> 

The Initial term of this Agreement shall expire thirty 

years from the Date of Full Support Payment as defined In 

section 13. If <I> the Transmission Facilities are In 

commercial operation and <It> there are continuing commitments 

by Participants to support the full costs of the Transmission 

Facilities, a Participant at that time shall be entitled not 

less than two years prior to the expiration of the Initial term 

to elect to continue participation for an additional period not 

to exceed 20 years upon the terms and conditions of this 

Agreement. such additional period Is to be determined by the 
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Advisory Committee no later than two years and three months 

prior to the end of the Initial term. The Advisory Committee 

In determining this additional period shall take Into account 

the then remaining term of the Phase I Support Agreements. 

If all regulatory approvals authorizing New Hampshire Hydro 

to charge the Participants In accordance with the Support 

Charge described In Section 12 hereof are not received by 

June I, 1986, New Hampshire Hydro may thereafter elect to 

terminate this Agreement by notice In writing to the 
signatories. 

Section 4. participating Shares 

A. Allocation. Each Participant shall have and be charged 

wtth a perceritage Interest In all of the rights and obligations 

hereunder determined In accordance with this section 4 <which 

Interest Is herein referred to as Its "Participating Share">. 

The Participating Share of each Participant shall be 

computed both Initially and as changed from time to time In 

accordance with the ter:ms hereof, by New Hampshire Hydro as 

hereinafter provided. Such computations shall be made as of 

the first day of any month In Which there Is a change In the 

number of Participants or any change In the Interest of any 

Participant as herein provided. The Initial computation of 

Participating Shares shall be made on the basts that each 

signatory to this Agreement as shown tn Attachment A Is a 

Participant. After such Initial computation and before the 

Effective Date, each Participant shall be entitled to transfer 

any or all of tts Participating Share to one or more other 

• 
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Participants. On or before September 1, 1988, any Participant 

listed In Attachment A who has transferred, or Intends to 

transfer, any or all of Its Participating Share to one or more 

other Participants listed In Attachment A must provide 

documentation to New Hampshire Hydro covering the transfer. 

The tntttal computation ts to be recomputed on and as of the 

Effective Date on the basts that each signatory to this 

Agreement which has provided timely documentation of Its 

participation or transfer Is a Participant. Any such transfers 

of Participating Shares will be taken Into account after such 

recomputation. Any such transfer of Participating Shares 

hereunder shall have no effect on the Interests, rights, or 

obligations of participants In Phase I. Subsequent 

computations are to be made thereafter as of the first day of 

each month In which an Interest Is modified or terminated 

pursuant to any provision hereof. All computations shall be 

final unless there Is a manifest error. 

B. The Participating Shares on and as of the Initial 

computation will be calculated as follows: 

<I> up to Sl to VELOO, If then a Participant; 

<2> up to 51 to Participants that serve "kllowatthour 

loads" In New Hampshire <New Hampshire 

Participants>, if then Participants, <Apportioned 

on the basts of their relative "kllowatthour 

loads" in New Hampshire>; and 

•'. 
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<3> the balance <after deducting the percentages, If 

any, under paragraphs 8<1> and 8<2> above, 

·respectively> apportioned among all Participants, 

Including VELCO <If then a Participant> and the 

New Hampshire Participants <If then Participants> 

on. the basts of. an Initial share allocation 

determined by the subscription process as 

described In Attachment E. 

C. The term "kllowatthour load", as used herein, shall 

mean the sum of a Participant's 1980 kllowatthour sales as 

shown on Attachment A hereto. 

D. The precise percentages under 8<1> and BC2> shall be 

specified by VELCO and the New Hampshire Participants, on or 

before the date of signing this Agreement. 

Section S, Relationship ampnq participants 

The rights and obligations of the Participants hereunder 

are several, In accordance vlth their respective Participating 

Shares, and not joint. The rights and obligations of Nev 

Hampshire Hydro hereunder are also several and not joint vlth 

those of the Participants, the Equity Sponsors, or any one 

thereof. There Is no Intention to create by this Agreement, or 

by any grant, lease, license, or activity related hereto, an 

association, joint venture, trust, or partnership or to Impose 

on New Hampshire Hydro or any Participant trust or partnership 

rights or obligations; and any such Implied Intention Is 

expressly negated. Except as expressly provided In this 

Agreement, no Participant shall have by virtue of this 

• 

•• 
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Agreement or of any such grant, lease, license, or activity the 

right or power to bind any other Participant without Its 

express written consent. 

Section 6. pro1ect control and Adylsory Committee 

Each Participant may designate In writing, Initially on or 

before June .. l .• 19.86 .•. and from time to time thereafter, a 

representative and an alternate representative to serve on the 

Advisory Committee. If a representative Is unable to attend, 

an alternate may attend In his or her place. The Advisory 

Committee shall have the power and responsibilities set forth 

In this Agreement and shall adopt Its own by-laws, provided 

that Cl> voting shall be by Participating Shares at the time of 

the vote, Cll) a vote of two-thirds or more of Participating 

Shares Is required to accept a New Hampshire Hydro proposal or 

to take other affirmative action and a vote of more than 

one-third Is required to reject a New Hampshire Hydro proposal, 

and ctiD one or 110re Participants having Participating Shares 

of at least lot In the aggregate may by reasonable written 

notice to all Participants call a meeting of the Advisory 

Committee. The Advisory Committee will advise New Hampshire 

Hydro on all major matters of concern to the Participants 

regarding the Transmission Facilities and Phase II. 

New Hampshire Hydro shall make prompt proposals for 

decisions on the following, and the Advisory Committee shall 

accept or reject these proposals for decisions on the following: 

<I> Commencement of construction of the 

Transmission Facilities; 
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<tt> The ortgtnal design concept for the 

Transmission Facilities: 

<ttt> Overall project budget estimate for design, 

engineering and construction of the 

Transmtsston Factltttes; 

<tv> Major changes to the ortgtnal design concept 

of the Transmtsston Factltttes that, based on 

reasonable engineering estimates, wtll 

Increase or decrease the cost by more than 101 

of the overall budget approved tn <Itt> above 

or might have a significant detrimental effect 

on reltabtltty or avatlabtltty; any changes 

whether changes to the original design concept 

or otherwise that will result tn an Increase 

tn the cost to more than loot above the 

Initial overall project budget approved tn 

<Itt), which will require an afflnaatlve vote 

of at least 801 to accept the changes, or an 

affirmative votse of a percentage less than 

801 In the event that only one Participant 

<substdtartes of Northeast Uttltttes shall be 

treated as a single Participant for thts sole 

purpose> having more than 201 casts a negative 

vote; 

<v> General terms of major contracts tn excess of 

$25 •1111 on: 

• 

• 

et 
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<vt> Capital additions to the Transmission 

Faclltttes tn excess of $5 mtllton: 

<vtt> Major changes In operation and maintenance of 

the Transmission Facilities that will Increase 

operation and maintenance costs by more than 

lal of prevtous year's actual operation and 

maintenance costs or might have a significant 

detrimental effect on re11abl11ty or 

avatlabtltty; 

<v111> Delay, restriction, suspension, termination or 

cancellation of planning or construction, or 

shut down of Transmission Facilities, for a 

period of stx months or longer or permanently 

under Section 16; 

<tx> The term of any New Hampshire Hydro debt 

financing or any other financial arrangements 

<other than any construction financing> with a 

principal amount tn excess 9f $25 million, 

provided that such term must be between 5 and 

30 years: the Advisory Committee .. Y reject 

the proposed term only If It Is ltss than 10 

years and ts unreasonable or Impracticable; 

New Hampshire Hydro shall consult with the 

Advisory Committee on the other principal 

terms of such flnanclngs and any construction 

financing and shall use reasonable efforts to 

acconmodate their reasonable requests; 
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<x> The target date for commercial operation of 

the Transmission Fac111t1es for purposes of 

Section 138 which shall be determined at least 

90 days before the Effective Date; and 

<x1> Such other matters as are spec1f1ed elsewhere 

1n th1s Agreement. 

If New Haapsh1re Hydro makes a proposal for a dec1s1on from 

the Advisory Committee and the Advisory Committee falls, 

however, to accept or reject such proposal w1th1n thirty days, 

the Advisory Comnlttee shall be dee .. d by New Hampshire Hydro 

to have approved New Hampshire Hydro's proposal and New 

Hampshire Hydro may Immediately proceed to Implement Its 
proposal. 

Each Participant shall be responsible for all of 1ts 

expenses related to membership on the Advisory Committee. 

This Section shall be effective on June 1, 1986, 

notwithstanding that the Effective Date has not yet occurred. 

Section 7. Qeslqn and Construction gt the Transmission Facilities 

Except for those areas of respons1bt11ty assigned to the 

Advisory Committee as specified 1n Section 6, New Hampshire 

Hydro shall be responsible for the design, engineering, 

procurement, Installation, and all other aspects of the 

construction of the Transmission Facilities, and any 

modifications or additions made to the Transmission Facilities 

at any t1 .. before or.after completion of the Transmission 

Fac111t1es, all In accordance w1th good utility practice for 

., 

I 

• 
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the benefit of all Participants, the' objective being to achieve 

an appropriate balance among m1n1m1zat1on of construction cost, 

m1n1m1zat1on of operation and maintenance cost, 11cens1ng and 

environmental considerations, and safety and reliability of 

service. In carrying out these act1v1t1es, New Hampshire Hydro 

may utilize the services of 1ts affiliates and may also select 

and employ a financial adviser, legal counsel, design 

engineering f1rm, a construction engineering f1rm, consultants, 

and such other firms as 1t considers desirable. To the extent 

services are performed by an aff111ate of New Hampshire Hydro, 

such aff1!1ate w111 charge on the same basis that 1t would 

charge 1ts costs to other aff111ates pursuant to the rules and 

regulations of the Secur1t1es and Exchange Comm1ss1on <SEC> 

under the Public Ut111ty Holding Company Act of 1935 <the 1935 

Act>. 

In order for the Advisory Committee to meet 1ts 

respons1b111t1es as spec1f1ed 1n Section 6, New Hampshire Hydro 

w111 provide all necessary Information reasonably requested by 

the Advisory Committee. During the course of the work, New 

Hampshire Hydro shall furnish quarterly reports to all 

Participants w1th respect to the progress of the work and an 

annual report to all Participants of actual and estimated 

construction expenditures for the Transmission Fac1Jitles. 

New Hampshire Hydro Intends, consistent w1th good ut111ty 

practice, to construct the Transmission Fac111t1es on a 

schedule that permits the commercial operation of Phase II by 

September 1, 1990. However, New Hampshire Hydro does not 
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represent that construction will be completed by such date or 

any other date. 

Sectton 8. Operation and Maintenance of the Transmission 
Fac111tles 

Except for those areas of responsibility assigned to the 

Advisory Committee as spectfled In Sect1on 6, New Hampshire 

Hydro· shall be responsible for the operation and 1111intenance of 

the Transmtsston Factltttes tn accordance wtth good uttltty 

practtce for the benefit of all Participants, the objecttve 

being to operate the Transmission Facilities as efficiently, 

economically, safely, and reltably as feastble. New Hampshire 

Hydro shall use its best efforts to coordinate the operation 

and maintenance of the Transmtsston Facilities w1th the 

operation and maintenance of the Phase I facilities and other 

Phase II facilities. In carrying out these activities, New 

Hampshire Hydro may utilize the services of its affiliates and 

may also select and imploy a financial adviser, legal counsel, 

consultants, and such other firms as It considers destrable. 

In furtherance of its responsibility, New Hampshire Hydro may 

from ttme to time designate a company, whtch need not be a 

Participant, to operate and matntatn the Transmission 

Facllttles. To the extent services are performed by an 

affiliate of New Hampshtre Hydro, such affiliate wtll charge 

tts costs on the same basts that tt would charge to other 

aff1ltates pursuant to the rules and regulations of the SEC 

under the 1935 Act. 

, .. -·· 
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In order for. the Advt sory C011111t ttee to meet t ts 

responstbtltttes as specified in Section 6, New Hampshire Hydro 

will provide all necessary tnformatlon reasonably requested by 

the Advisory Committee. 

After the Transmission Faclllttes are placed in commercial 

operation, New Hampshire Hydro shall furnish quarterly reports 

to all Participants with respect to the operatton and 

maintenance of the Transmtsston Facl11ttes and an annual report 

.to all Participants of estimated operation and maintenance 

expenses. 

sect1on 9. New Hampshtre Hydro Relattonshtp to Parttctpants 

In carrytng out Its responstbtltttes hereunder, New 

Hampshire Hydro agrees that tt shall use tts best efforts to 

act for the collecttve benefit of all Participants and New 

Hampshtre Hydro, to tnclude tn tts contracts with independent 

contractors the customary provtstons for assuring professional 

and workmanltke performance, tncludtng warranties, insurance 

coverage and other prot~ctlons consistent wtth good utiltty 

practtce, and to enforce tts rtghts under such contracts 

agatnst the other contracting parttes to the extent reasonable, 

reserving the d1scret1on to settle claims on a reasonable 

basts. All costs of construction, 1ncludtng damages caused by 

the risks of negligence <other than gross negligence> and other 

rtsks of construction tn excess of the recoveries obtained from 

offending parties or tnsurers, shall be tncluded as part of 

tnvestment tn the Transmission Factlttles <as deftned In 

sectton 12 below> and all costs of operating the Transmtsston 

-] 
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Facl11tles, Including damages caused by risks of negligence 

<other than gross negligence> or other risks of operation In 

excess of any recoveries obtained from offending parties or 

Insurers, shall be Included In New Hampshire Hydro's operating 

costs <as defined In Section 12 below>. 

Sect1on 10 payment fgr preliminary Costs 

New Hampshire Hydro agrees to pay those New England 

utilities that Initially paid for costs related to the 

Transmission Facilities Incurred under the Preliminary Quebec 

Interconnection Support Agreement - Phase II <the Preliminary 

Agreement> that are determined by New Hampshire Hydro to be 

capitalizable costs of the Transmission Facilities, In 

accordance with the Uniform System <as defined hereinafter In 

Section 12>. It Is understood that It Is the Intention of New 

Hampshire Hydro and the Participants for all costs related to 

and allocated to the Transmission Facilities Incurred under the 

Preliminary Agreement, to be capitalized to the extent 

permitted In accordance. with good utility practl.ce. Hlthln 

ninety days after the Effective Date, New Hampshire Hydro 

agrees to make the repayment with Interest calculated from the 

original date of payment using the monthly average rate on one 

month commercial paper as published In the Federal Reserve 

Bulletin for each month during such time period. 

Section 11, Transmission and Other Serylces 

In accordance with good utility practice, New Hampshire 

Hydro will make the Transmhslon Factllths available for the 

Participants for transmission services as part of Phase II. 

• 

• 
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New Hampshire Hydro hereby grants to each Participant an 

exclusive right to use Its Participating Share of the 

Transmission Facilities In accordance with the Use Agreement. 

New Hampshire Hydro agrees that It will serve as an agent 

or In other similar capacity for any Participant that so 

-requests for the buying or selling of power to be transmitted 

over the Transmission Facilities as an entitlement transaction 

with Hydro-Quebec pursuant to the terms of the Use Agreement or 

otherwise, provided, however, that a formal written contract 

with terms and conditions. Including compensation for services. 

satisfactory to New Hampshire Hydro Is executed and delivered 

prior to performance of such services. 

Section 12, Sypport Charge 

Commencing In the month of the Date of Full Support Payment 

<as defined In Section 13) and In each month thereafter, each 

Participant shall pay In accordance with Section 13 Its 

Participating Share of a monthly Support Charge In an amount 

determined In accordance with this Section 12, plus a credit 

enhanceMent charge calculated In accordance with Attachment F. 

The Support Charge shall be equal to New Hampshire Hydro's 

-total cost of service related t~ the Transmission Facilities 

for such 1110nth. 

The •total cost of service related to the Transmission 

Facilities• for any month commencing with the month In which 

the Date of Full Support Payment occurs shall be the sum of <a> 

New Hampshire Hydro's operating expenses for such month with 

respect to the Transmission Facilities, plus <b> an amount 
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equal to one-tvelfth of the composite percentage for such month. 

times the average net rate base for the Transmission 

Faclllttes, less <c> Investment earnings of the Debt Service 

Fund, as defined In Section 18, realized by Nev Hampshire 

Hydro, less <d> any other Income received by Nev Hampshire 

Hydro resulting from costs or rate base supported by the 

Participants other than Income received pursuant to <a>, <b>, 

or <c> above or Credit Enhancement Charges and other Income 

allocated to Equity Sponsors elsewhere under this Agreement. 

If a Support Charge payment under Section 13 Is to be 

calculated from a date other than the first day of a month, an 

appropriate proration of the amount determined In <b> above 

shall be made for such payment only. 

"Uniform System" shall mean the appropriate Uniform System 

of Accounts prescribed by the Federal Energy Regulatory 

Commission <FERC> for Public Utilities and Licensees, as from 

time to time In effect. 

New Hampshire Hydro's "operating expenses• shall Include 

all amounts related to the Transmission Facilities and properly 

chargeable to expense accounts less any applicable credits 

thereto, In accordance with the Uniform System, Including but 

not limited to operation and maintenance expense such as rent 

on leased property and administrative and general expenses, 

state and Federal Income and franchise taxes, property taxes, 

payroll taxes, any other taxes not based on Income, and 

depreciation and/or amortization expense: It being understood 

that unless the FERC, upon application by New Hampshire Hydro, 

• 

• 
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authorizes a shorter depreciation and/or amortization period, 

for purposes of this Agreement depreciation and/or amortization 

shall be at a rate sufficient to recover the Investment In the 

Transmission Facilities <Including estimated cost of removal 

less any salvage value which salvage value, for the purpose of 

calculating such depreciation and/or amortization, will not 

exceed the amount of cost of removal> over the greater of: <I> 

ten years from the Date of Full Support Payment or <il> the 

term of New Hampshire Hydro's permanent debt flnanclngs or 

other permanent financing arrangements related to the 

Transmission Facilities, adjusted for multiple maturities and 

repayment schedules; and It also being understood that rents on 

leased property shall Include the rental of property or 

property rights related to the Transmission Facilities from any 

Participant with rent based on book value. "Operating 

expenses• shall also Include all payments made by New Hampshire 

Hydro pursuant to Section 8 of the Phase II Maine Electric 

Pover SVC Facilities Support Agreement betveen Nev Hampshire 

Hydro and Maine Electric Pover Company, dated as of October 1, 

1988, as amended from time to time <the •svc Agreement">. ·In 

addition, each Participant will pay to New Hampshire Hydro, and 

New Hampshire Hydro will pay to New England Power Company and 

Public Service Company of New Hampshire, for the benefit of 

their respective customers, such Participant's Participating 

Share of monthly charges of $268,000 and $41,300, respectively, 

to compensate New England Power and Public Service Company for 

the lost capacity on their respective New Hampshire 

·~·. 
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rights-of-way, provided however, that no such charges shall be 

paid to Hew England Power or Public Service Company during such 

time as construction or operation Is suspended on account of a 

defect In title for such rights-of-way. The allowance for 

state and Federal Income taxes Included In operating expenses 

shall reflect the normalization of timing differences and the 

flow through of permanent differences between book Income and 

tax Income. New Hampshire Hydro, as the tax owner of the 

Transmission Facilities, viii be entitled to the benefits and 

subject to the burdens of such ownership for tax purposes. The 

allowance for state and Federal Income taxes Included In 

operating expenses shall Include a provision for taxes on 

dividends received by stockholders, calculated at the then 

current statutory rate for corporate stockholders. 

The "Investment In the Transmission Facilities" shall be 

the aggregate amount Incurred at any time either before or 

after commercial operation of the Transmission Facilities which 

relates to the Transmission Facilities and Is properly 

chargeable to New Ha~shtre Hydro's utility plant accounts In 

accordance with the Uniform System. The lnvestlent In the 

Transmission Facilities shall also lncl.ude operating expenses 

Incurred prior to the month In which the Date of Full Support 

Payment occurs and an allowance for funds used during the 

period prior to the Date of Full Support Payment <AFDC> accrued 

on the Investment In the Transmission Facilities. The AFOC 

rate shall be calculated pursuant to the last FERC approved 

AFDC formula Including In construction work In progress all 

'----------------------
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Investment In the Transmission Facilities prior to the Date of 

Full Support Payment and using 14 percent as the return on 

equity for such calculation. 

"Composite percentage" shall be computed as of the last day 

of each month <the "computation date">. "Composite percentage" 

as of a. computation date shal.J be the sum of <I> Return on 

Equity then In effect multiplied by the percentage which equity 

Investment as of such date Is of the total capital as of such 

date; plus <It> the average monthly effective Interest rate per 

annum of each principal amount of Indebtedness outstanding on 

such date for money borrowed, whether long term or short term, 

multiplied by the percentage which each such principal amount 

Is of total capital as of such date. The effective Interest 

rate shall take Into account premiums, discounts, fees, and 

other costs that are related to the Indebtedness. 

"Return on Equity" shall be the return on equity on file 

with the FERC and In effect under The Federal Power Act. 

"Equity Investment• as of any date shall consist of the sum 

of <I> all amounts theretofore paid to New Hampshire Hydro for 

all capital stock theretofore Issued, plus all capital 

contributions, less the sum of any amounts paid by New 

Hampshire Hydro In the form of stock retirements, repurchases 

or redemptions or return of capital Including liquidating 

dividends; plus <II> any credit balance In the capital surplus 

account not Included In <I> and any credit balance In the 

earned surplus <retained earnings> account on the books of New 

Hampshire Hydro as of such date. 
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"Total capital• as of any date shall be the equity 

Investment plus the total of all Indebtedness then outstanding 

for money borrowed. 

From the Date of Full Support Payment until the first to 

occur of June 30 or December 31 thereafter, the "average net 

rate base" for the Transmtsston Factltttes shall be the average 

of the net rate base determined as of the Date of Full Support 

Payment and the first to occur of June 30 or December 31 

thereafter. Thereafter, for subsequent months of January 

through June, average net rate base shall be the average of the 

net rate base as of the preceding December 31 and the following 

June 30. For other months, average net rate base shall be the 

average of the net rate base as of the preceding June 30 and 

the following December 31. The •net rate base" shall consist 

of <t> the tnvest~nt In the Transmission Facilities, less <It> 

the amount of any accumulated provision for depreciation and 

amortization related to the InvestMent In the Transmission 

Facilities, less <or plus> <Itt> the amount.of any reserve for 

deferred Income taxes received <or paid> by New Hampshire 

Hydro, such deferred Inca.. taxes to Include deferred Income 

taxes due to accelerated depreciation, construction tax 

benefits, and any other book/tax timing differences related to 

the Transmission Factltttes, less <tv> the amount of any 

unamortized tnvest.ent tax credits <ITC>, plus <v> such 

allowances related to the Transmission Facilities for materials 

and supplies, prepald.ttems and cash working capital as may· 

from time to time by determined by New Hampshire Hydro, as 

• 

• 
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reasonably necessary and In accordance with accepted utility 

accounting practice, plus <vt> the amounts held In the Debt 

service Fund, as described In Section 18. New Hampshire Hydro 

shall normalize ITC over the depreciation and/or amortization 

period relating to the Transmission Facilities. Any allowance 

for cash working capital shall be limited to that not 

sufficiently recovered through the use of estimated billing for 

the current month. 

Section 13. Payments 

A. Commencing on or about the Date of Full Support Payment 

and for each month thereafter, New Hampshire Hydro wtll render 

to each Participant an Invoice for Its Participating Share of 

the Support Charge and the Credit Enhancement Charge, If any, 

for such month calculated on an estimated basts for the current 

month and subject to corrective adjustment In subsequent 

months. Unless New Hampshire Hydro Is prevented by 

circumstances beyond Its reasonable control, New Hampshire 

Hydro shall use Its best efforts to ren~er final bills wtthtn 

two years after the end of the calendar year In which the 

estimated bill was rendered. New Hampshire Hydro will also 

render to each Participant an tnvotce or notice for Its 

Participating Share of any amounts due under thts Agreement 

<other than monthly Support Charge and the Credit Enhancement 

Charge> Including but not limited to payments to be made under 

Sections 15, 16, 17, and 200. 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 257 of 732



-36-

Each Part1c1pant shall promptly pay to New Hampshire Hydro 

the amount shown on any tnvo1ce submitted under th1s Section. 

New Hampshire Hydro w111 date and mall monthly 1nvo1ces for the 

Support Charge and Credit Enhancement Charge, If any, on or 

about the 25th day of the month -,r the coming month and this 

1nvo1ce shall .be due and payable "! the 15th day of the coming 

month and 1f not pa1d wtthtn that time period shall bear 

Interest compounded monthly from the first day of the month tn 

which payment Is due to the date when payment ts made at an 

annual rate equal to two percent <21> over the current Interest 

rate on prime commercial loans from ttme to t1me tn effect <the 

Base Rate> at the pr1nc1pal office of The First National Bank 

of Boston. 

Any 1nvotce or notice for payments due under th1s Agreement 

<other than a monthly Support Charge and Credit Enhancement 

Charge Invoice>. that Is not paid when due under th1s Agreement 

shall bear Interest compounded monthly from the ma111ng date of 

the 1nvo1ce to the date when payment ts made at an annual rate 

equal to two percent <21> over the Base Rate at the pr1nc1pal 

office of The First National Bank of Boston. 

B. The "Date of Full Support Payment" shall be the later 

of <t> the target date for commercial operation of the 

Transmission Factltttes as determined by the Advisory 

Committee, or <tt> the date on whtch the Transmission 

Factltttes are ready for commercial operation, but Jn no event 

later than one year after the date specified tn subpart <t> 

above unless an extension ts agreed to tn wrtttng by all 

t 

f, 
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Lenders. However, If all of Phase II commences commercial 

operation prior to the target date specified tn subpart <t> 

above. the "Date of Full Support Payment" sha 11 be the date on 

which Phase II ts In commercial operation. 

Section 14. Character of payroent Obltgattons 

The obl 1 gattons of --each Part! ctpant to ma~e payments 

hereunder, and to perform and observe all other agreements on 

tts part contained herein, are absolute and unconditional and 

shall not be affected by any circumstance, tncludtng, without 

11m1tatton, <t> any Insolvency, composition, bankruptcy, 

reorganization, arrangement, ltqutdatton or stm11ar proceedings 

relating to New Hampshire Hydro, the Participant, any other 

Participant, any Equity Sponsor, or any aff11tate thereof, <tt> 

any failure of the Transmission Facilities to operate for any 

reason, Including but not 11mtted to the failure of 

Hydro-Quebec to sell electric power to the Participants, <ttl> 

any damage to or destruction of the Transmission Facilities, 

Including but not 11m1ted to any defect 1n the title, quality, 

condtt1on, design, operation, or fitness for use of, or any 

loss of use of, all or any part of the Transmission Fac11tttes, 

<Jv> any Interruption or prohibition of the use or possession 

by New Hampshire Hydro of, or any ouster or dispossession by 

paramount title or otherwise of New Hampshire Hydro from, all 

or any part of the Transmission Facilities, or any Interference 

with such use or possession by any governmental agency or 

authority or other person or otherwise, <v> any 1nabt11ty to 

use the Transmission Facilities because a necessary license or 
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other necessary public authorization cannot be obtained or Is 

revo~ed, or because the utilization of such a license or 

authorization Is made subject to specified conditions which are 

not met, <vi> any Invalidity or unenforceablllty or 

disaffirmance by New Hampshire Hydro or any Participant of any 

provision of this Agreement or any failure, omission, delay, or 

Inability of New Hampshire Hydro to perform any of Its 

obligations contained herein, <vii> any amendment, extension, 

or other change of, or any assignment or encumbrance of any 

rights or obligations under, this Agreement, or any waiver or 

other action or Inaction, or any exercise or nonexerclse of any 

right or remedy, under or In respect to this Agreement, <viii> 

any Inability of the Participant or any other Participant to 

obtain regulatory approvals for financing Its Participating 

Share of any obligations under this Agreement or for meeting 

any other obllgatlo~s under this Agreement, or (lx> any 

Inability to start, conplete, or use the Transmission 

Facilities due to any ~ther circumstance, happening, or event 

whatsoever, whether foreseeable or unforeseeable and whether 

similar or dissimilar to the foregoing, It being the Intention 

o~ the parties hereto that all amounts payable by each 

Participant In respect of this Agreement shall begin to be 

payable and shall continue to be payable In all events In the 

manner and at the time herein provided; provided, however, that 

nothing In this Section 14 shall <a> prevent a Participant from 

transferring Its Interests and obligations hereunder to another 

Participant prior to the Effective Date, or <b> Impose any 

• 
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continuing liabilities or obligations on said transferring 

Participant with respect to this Agreement Incurred or relating 

to the period of time after said transferring Participant's 

Participating Share has been reduced to zero. In that 

connection, each Participant hereby waives, to the extent 

permitted by applicable law, any and all rights which It may 

now have or which may at any time hereafter be conferred upon 

It <other than those expressly conferred In this Agreement>, by 

statute or otherwise, to terminate, cancel, or surrender any of 

Its obligations under this Agreement, and agrees that If, for 

any reason whatsoever, this Agreement shall be terminated In 

whole or In part by operation of law or otherwise, each 

Participant will nonetheless promptly pay to New Hampshire 

Hydro amounts as required by Section 16 of this Agreement. 

Notwithstanding the character of the above payment 

obligations, when the net proceeds from a total ta~lng of the 

Transmission Facilities In an eminent doaaln proceeding or from 

Insurance In the event of complete destruction of the 

Transmission Facilities have been received by New Hampshire 

Hydro In an amount equal to or greater than the amounts then 

due hereunder from the Participants, then no payment shall be 

required. 

Section 15, Pefault 

A. If any of the following events <Events of Default> 

shall occur and be continuing: 

____ j 
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(1) a Participant shall fall to pay when due any 

amount which It has agreed to pay under any 

provision of this Agreement, and such failure 

shall contl'nue for more than 10 days after 

written notice thereof has been given to such 

Participant by New Hampshire Hydro; 'or 
(11) a Participant shall fall to supply In 

accordance with the terms hereof any 

documentation required by New Hampshire Hydro 

In connection with financing with Lenders by 

New Hampshire Hydro <for VELOO and MMHEC, this 

Includes documentation for their respective 

contracting electric systems>, and such failure 

• shall continue for more than 30 days after 

wrttten notice of such failure has been given 

to such Participant by New Hampshire Hydro; or 
<tiD a Participant shall admit In writing Its 

Inability to pay Its debts, or shall.make a 

general assignment for the benefit of Its 

creditors; or any proceeding shall be 

Instituted against a Participant <and Is not 

dismissed within sixty days>, or by a 

Participant, seeking to adjudicate It a 

bankrupt or Insolvent, or seeking 

reorganization, arrangement, adjustment, or 

composition of It or Its debt under any law 

~ relating to bankruptcy, Insolvency or 

"" 
,,. "-.../' 11" " •. ,. •. 

.; 
' 

• 

.1 
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reorganization or relief of debtors or seeking 

appointment of a receiver, trustee, or other 

similar official for It or for any substantial 

part of Its property; or If a Participant shall 

take any action to authorize any of the actions 

set forth In this subsection <Ill>; or 

<lv> prior to the retirement of the last amount of 

New Hampshire Hydro's debt and prior to the 

reduction of New Hampshire Hydro's equity 

Investment to an amount less than or equal to 

101 of Its highest previous amount, a 

Participant shall fall to make a payment of 

principal under any bank loan or other 

obligation for borrowed money <Including 

financing leases or other similar arrangements> 

exceeding the lesser of $1 million or St of 

such Participant's total capitalization, which 

failure Is not excused or cured within the 

earlier of 30 days or the acceleration of the 

.aturlty thereof; or 

<v> a Participant shall .fatl to perform any other 

obligation under this Agreement In accordance 

with the terms hereof, and such failure shall 

continue for more than 30 days after written 

notice thereof has been given to such 

Participant by New Hampshire Hydro; or 

; 't 
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<vt> a Parttctpant shall experience an event of 

default under any of the other Baste Agreements 

or under any of the basic agreements for Phase 

I listed In the first paragraph of Section 1; 

then, and In any such event, In addition to any other rights or 

remedies that It may have against such Participant by reason 

thereof, New Hampshire Hydro shall, by written notice to such 

Participant, terminate all rights of such Parttctpant under 

thts Agreement as of the date of such Event of Default. New 

Hampshire Hydro may with the approval of the Advisory Committee 

waive any Event of Default hereunder or grant extensions of 

time to cure any Event of Default. 

B. Immediately upon termination of the rights of a 

Participant pursuant to A above: 

<I> tf such terminated Participant was then a 

Credit Enhanced Partlctpant,then New Hampshire 

Hydro shall allocate the Participating Sh~re of 

the tenatnated Participant to the Equity 

Sponsors or their appointees In proportion to 

·the Equtty Sponsors' then respective equity 

percentages; 

<11> tf such terminated Participant was not then a 

Credit Enhanced Participant, then New Hampshire 

Hydro will offer the Participating Share of the 

terminated Participant as of the date of 

termination to the Equity Sponsors or their 

appointees and upon acceptance of the offer 

•• 

• 

e! 
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will allocate the Participating Share In 

accordance with the acceptance (If the offer Is 

oversubscribed by Equity Sponsors, the 

allocation will be made In proportion to such 

Equity Sponsors' then respective equity 

percentages>; provided that, If such 

Participating Share Is not so completely 

allocated, then New Hampshire Hydro will offer 

such unallocated Participating Share to 

Participants whose .ast junior long-term debt 

securities are then rated at least one grade 

above Investment grade or, If not so rated, who 

have obtained the consent of all New Hampshire 

Hydro's Equity Sponsors <If the offer Is 

oversubscribed, the allocation will be made In 

proportion to respective participating shares>; 

and provided further that such Equity Sponsors 

or their appointees or Participants receiving 

such an allocation accept an equal support or 

participating share under the Phase II New 

England Power AC Facilities Support Agreement, 

the Phase II Boston Edison AC Facilities 

Support Agreement, and the Phase II 

Massachusetts Transmission Facilities Support 

Agreement; and 
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<til> the Equity Sponsors or thetr appointees that 

have been allocated Parttclpatlng Shares under 

B <f> or (ff) above or any Parttctpants that 

have been allocated .Parttclpattng Shares under 

B <II> above or New Hampshire Hydro, If no such 

allocation Is made, shall be entitled to 

receive In accordance wtth the Use Agreement 

from the escrow agent as llqutdated damages the 

allocated share of all Phase II amounts 

retatned under the Use Agreement on or after 

the date of such termtnatlon for the account of 

such terminated Parttctpant. 

C. The ~ermlnated Participant shall tmmedtately pay either 

<t> tf an allocation ts made under Section 158, to the Equity 

Sponsors or thetr appotntees or any Participants that have 

received such allocatton or <II> otherwise, to New Hampshtre 

Hydro, In addition to any other amounts due under any 

provisions of this Agree.ant, an amount equal to tts 

Partlctpatlng Share of the Investment In the Transmission 

Factlttles <tncludtng any cost of removal and dtsposal> less 

any deprectatton and amortization relating to the Transmtsston 

Faclllttes to the date of such payment. In addltton, such 

Parttctpant's payment required by the precedtng sentence shall 

be tncreased by an amount equal to Its Partlclpattng Share of 

the "amounts" determtned In Section 118 of the SVC Agreement. 

New Hampshtre Hydro will credit any such amounts tt recetves 

from the terminated Parttclpant for the beneftt of the Equity 

Sponsors. 

~ 

*_ ,-

. , 

\,\; 
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D. New Hampshire Hydro or any Equity Sponsor or any 

Participant shall be free to Invoke such rernedtes at law or in 

equity as may be deemed appropriate against any Participant 

that defaults under thts Agreement. 

Section 16. Delay, Suspension, Termination, Cancellation, or 
Shutdolm__ 

If at any time New Hampshire Hydro determines that 

continued planning, construction, or operation of the 

Transmission Facilities Is not advisable for any reason New 

Hampshire Hydro deems appropriate, It may, after written notice 

to all Participants, delay, restrict, or suspend planning, 

construction, or operation, or shut the Transmission Facilities 

down for a period of less than six months. In accordance with 

Section 6, the Advisory Committee has responstbtllty for 

accepting or rejecting a proposal submitted by New Hampshire 

Hydro recommending a delay, restriction, suspension, 

termination, or cancellation of planning or construction, or 

shut down of the Transmission Facilities for a period of six 

months or longer or permanently. In any case In whtch New 

Hampshire Hydro determines that safety considerations requtre 

an tmmedlate shutdown, tt shall proceed without consultation 

with the Advisory Committee or written notice to the 

Participants. 

If the Advisory Committee has determined that <1> planning 

or construction of the Transmission Facilities Is to be 

terminated or cancelled, or <II> the Transmission Facilities 

are to be permanently shutdown, then New Hampshire Hydro shall 
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give each Participant not less than ninety days advance written 

notice of any such event. Each Participant shall pay to New 

Hampshire Hydro within such notice period an amount, as 

specified In such notice and calculated as of the date of the 

event so notified, equal to Its Participating Share of the 

"amounts" determined In the second paragraph of Section 12 of 

the SVC Agreement plus the greater of: 

<a> Its Participating Share of the Investment In the 

Transmission Facilities <less any depreciation 

and amortization to the date of payment> 

together with all costs relating to or resulting 

from such termination, cancellation or permanent 

shutdown, Including any premiums and penalties 

Incurred because of the early retirement of any 

Indebtedness and further Including without 

limitation any costs of total or partial 

demolition and disposal of the Trans•lsslon 

Facilities ne.t of any actual salvage value 

received by New Hampshire Hydro Including the 

proceeds from any sale and net of the actual 

proceeds received by New Hampshire Hydro from 

any condemnation proceeding or Insurance for 

destruction; or 

<b> Its Participating Share of the then total 

capital of New Hampshire Hydro plus any premiums 

and penalties Incurred because of the early 

• 
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retirement of any financing plus without 

limitation any costs of total or partial 

demolition and disposal of the Transmission 

Faclll tl es ·net of any actual salvage va 1 ue 

received by New Hampshire Hydro Including the 

proceeds from any ·sale and net of the actual 

proceeds received by New Hampshire Hydro from 

any condemnation proceeding or Insurance for 

destruction. 

If New Hampshire Hydro and the Advisory Committee agree on 

the decision to terminate, cancel or permanently shutdown the 

Transmission Facilities under this Section 16, New Hampshire 

Hydro shall have and retain, upon termination of this 

Agreement, the right to sell the Transmission Facilities 

<Including New Hampshire Hydro's rights to Transmission 

Facilities In Vermont and the SVC Facilities In Maine> at fair. 

market value to any NEES affiliate of New Hampshire Hydro. Any 

amounts received fro. such sale shall b! considered salvage 

value under <a> or <b> above. If New Hampshire Hydro's 

recommendation to terminate, cancel or permanently shutdown Is 

not adopted by the Advisory Committee, New Hampshire Hydro 

shall be paid an amount determined In accordance with this 

Section 16 and If directed by the Advisory Committee shall 

transfer Its rights, assets, and obligations related to the 

Transmission Facilities to the Participants or any group or 

designee thereof. New Hampshire Hydro's lease of the 

right-of-way shall be assigned In connection with such transfer. 
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If New Hampshire Hydro Is paid such amount and transfers 

Its rights, assets, and obligations related to the Transmission 

Facilities to the Participants or any group or designee 

thereof, New Hampshire Hydro shall refund any costs of total or 

partial demolition and disposal of the Transmission Faclltt1es 

to such Pa~tlclpants or group or designee thereof. 

Section 17, Termination by New Hamoshlre Hvdro 

If at any time New Hampshire Hydro elects and so notifies 

In writing all Participants that, as a result of a default 

under Section 15, the Participating Share of a terminated 

Participant cannot be allocated to Equity Sponsors or their 

appointees or other Participants pursuant to Section 158 and 

the aggregate of the Participating Shares of all nontermlnated 

Participants Is less than IOOl, each such other Participant's 

participation hereunder shall terminate on a date <effective 

date of ter•lnatlon> not less than 90 days after the date of 

New Hampshire Hydro's written notice, and each such other 

Participant on or before the effective date of termination 

shall pay to New Hampshire Hydro an amount calculated In 

accordance with the second paragraph of Section 16. 

Upon termination of this Agreement pursuant to this Section 

17, New Hampshire Hydro shall offer each Participant which 

Ct> was not a terminated Participant Immediately prior to 

termination of the Agreement pursuant to this Section 17 and 

Cit> has paid all amounts due under the first paragraph of this 

Section 17, an opportunity to participate In a new support 

agreement, provided that all participants In such new support 

-

• 

• 

·~ 
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agreement agree to pay lOOt of the costs of service of New 

Hampshire Hydro, Including, without limitation, the "amounts" 

that New Hampshire Hydro must pay to Chester SVC Partnership 

pursuant to Section 8 of the SVC Agreement. The new support 

agreement will have a term equal to the remaining term of this 

·Agreement. Other- provisions of the new support agreement wtll 

be substantially similar to those In this Agreement. The 

Investment In the Transmission Facilities under the new support 

agreement shall be reduced by any amount received as 

termination payments hereunder which would be properly applied 

to utility plant accounts In accordance with the Uniform System 

less any costs of termination or premiums or penalties Incurred 

because of the early retirement of any financing of New 

Hampshire Hydro. Any participant In the new support agreement 

shall also be a supporter of the AC facilities of New England 

Power and Boston Edison Company and the transmission facilities 

of New England Hydro. 

No·termtnatlon of this Agreement shall relieve any party of 

any obligation arising prior to making the payment to New 

Hampshire Hydro required by the first paragraph of this 

Section 17. In addition, notwithstanding the termination of 

this Agreement for other purposes, this Agreement shall 

continue In effect to the extent necessary to provide for 

paying all "windup costs" and final billings, btlltng 

adjustments and payments. 

.. '·· .,.. ·.f,, •-1' ' .... ,;. 1 ,· ~· • •f :"":.f"· ,_,..,.,11-,>'C.w·t~i- . ...,..1J..., .;••~ 
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Section 18 Debt Serylce Fund 

New Hampshire Hydro may establish and maintain at Its 

option a·Debt Service Fund with funds which may be borrowed 

from unaffiliated third parties. The Debt Service Fund may be 

assigned In connection with a financing by New Hampshire Hydro 

wl t.h the Lenders .. l.n. order to provl de assurance to such Lenders 

that New Hampshire Hydro will pay Its debt service obligations 

In a timely manner. 

The Debt Service Fund shall not exceed the lesser of 

<I> the amount required to pay six months of Interest on 

Indebtedness plus five percent of the largest principal amount 

of debt outstanding at any time plus any accrued earnings from 

Investment of the amounts In the Debt Service Fund not yet 

credited to Support Charges as provided In Section 12 or <II> 

the total amount of debt service remaining to be paid. 

Section 19. Cash Deficiency Commitment 

A. "Cash Deficiency" attributed to a Participant means 

with respect to any Due Date,· the amount by which that 

Participant's Participating Share of the aggregation of the 

principal of, premium, If any, and Interest on any of the funds 

bor-rowed by New Hampshire Hydro from Lenders to finance the 

Transmission Facilities or. the construction thereof and payable 

on such Due Date <whether at maturity, pursuant to mandatory 

prepayment, by acceleration or otherwise> exceeds the amount of 

cash from such Participant's payments made under any other 

section of this Agreement and available to New Hampshire Hydro 

for repayment to Lenders of such borrowed funds. 

(} 

I) 
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B. If New Hampshire Hydro has a Cash Deficiency attributed 

to a Participant on any Due Date, that Participant agrees that 

It shall absolutely and unconditionally guarantee to pay Its 

cash Deficiency on demand of Lenders, to be paid directly on 

demand to Lenders, In cash, provided, however, that no Cash 

Deficiency attributed to a Participant shall Include any unpaid 

obligations hereunder of other Participants. 

For purposes of this Section 19, "Due Date" shall mean the 

Uate any payments are due and payable under the terms of any 

Indebtedness of New Hampshire Hydro with Lenders. 

c. Payments by Participants under this section shall be 

considered by New Hampshire Hydro to be prepayments of amounts 

due or to become due to New Hampshire Hydro pursuant to any 

other section hereof. 

Section 20, Miscellaneous 

A. Insurance. New Hampshire Hydro will at all times 

during the term of this AgreeMent keep the Transmission 

Facilities Insured against such risks as electric utility 

companies, sl•llarly situated, constructing and operating like 

properties, usually Insure against. Any uninsured loss, 

damage, or liability related to the Transmission Facilities or 

arising out of New Hampshire Hydro's performance hereunder and 

any expenses In connection with any such loss. damage, or 

liability shall be deemed to be an expense reimbursable by the 

Participants In accordance with Section 12. New Hampshire 

Hydro will assist any Participant, at the Participant's 

expense, In obtaining any other Insurance coverage related to 
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the Transmission Facilities that such Participant requires. H ~ 

Upon r~quest, New Hampshire Hydro will supply certificates of 

Insurance coverage. 

B. Limitation of Liability. For and In consideration of 

the fact that New Hampshire Hydro Is undertaking to design, 

engineer, procure, lnstall,.construct, operate, ·and maintain 

the Transmission Facilities for and on behalf of Participants 

without any compensation or charge other than the payments 

provided under this Agreement, no Participant shall be entitled 

to recover from New Hampshire Hydro or any affiliate or any 

shareholder, director, officer, employee, or agent of New 

Hampshire Hydro or any affiliate, any damages resulting from 

error or delay, whether or not due to negligence, In the 

design, engineering, procurement, Installation or construction 

of the Transmission Facilities, or for any damage to the 

Transmission Facilities, any curtailment of power, or any other 

daMages of any kind, Including but not limited to consequential 

damages, arising out of or In connection with t~e performance 

of this Agreement by New Hampshire Hydro. Notwithstanding the 

above ll•ltatton, tf New Hampshire Hydro ts found by a court of 

competent jurisdiction to have Intentionally violated thts 

Agreement In a material manner or to have acted hereunder tn a 

grossly negligent manner and If such court finding Is final and 

no longer subject to appeal, then the Participants shall be 

entitled to recover from New Hampshire Hydro direct damages 

<but not consequential or any other damages> resulting from 

such material Intentional violation or gross negligence, unless 

et 

•' 
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New Hampshire Hydro's actions or omissions have been expressly 

approved In advance by the Advisory Committee. New Hampshire 

Hydro will use Its best efforts to enforce all contracts 

related to the construction and operation of the Transmission 

Facilities for the benefit of New Hampshire Hydro and the 

Part! clpants. 

C. Audit. New Hampshire Hydro will arrange for an annual 

audit to be performed by an Independent public accounting firm 

of reco_gnlzed standing selected by New Hampshire Hydro. The 

costs of the annual audit will be lncluded In the operating 

expenses under Section 12. The books and records of New 

Hampshire Hydro <Including metering records> shall be open to 

reasonable Inspection and audit by any Participant. The costs 

of any such additional audit, Including the costs of New 

Hampshire Hydro In connection with such audit, shall be borne 

by the Participant or Participants requesting such audit. New 

Hampshire Hydro will promptly make any reasonable corrections 

necessitated as a result of the annual audit or an additional 

audtt. 

D. eost Reimbursement. In the event New Hampshire Hydro 

reasonably Incurs any costs not provided for elsewhere herein 

In connection with or as a result of planning, organizing, 

documenting, construction, suspensions, rescheduling, 

cancellation, operation, maintenance, shutdown, demolition, 

disposition, or termination of the Transmission Facilities, or 

otherwise arising In connection wtth this Agreement, each 

Participant shall promptly reimburse to New Hampshire Hydro, 
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within 15 days of the mailing date of the Invoice, Its 

Participating Share of such costs. Each Participant's 

obligation to reimburse New Hampshire Hydro under this Section 

shall also Include Its Participating Share of the amounts that 

New Hampshire Hydro must pay to Chester SVC Partnership under 

Section 118 or Section 12 of the SVC Agreement. However, New 

Hampshire Hydro will endeavor to finance any additional costs, 

to the extent such additional costs are properly capitalizable, 

over the shorter of the then remaining useful life of the 

Transmission Facilities, the remaining term of the Agreement, 

or the remaining term of Its permanent financing. For the 

purpose of this subsection, the Transmission Facilities shall 

Include the SVC Facilities as defined In the SVC Agreement. 

E. Uncontrollable Force. No delay or failure In the 

perforB&nce of any obligation by New Hampshire Hydro shall be 

deemed to exist If It Is the result of an nuncontrollable 

force•. The term •uncontrollable force• shall be deemed to 

mean any cause beyond the reasonable control of New Hampshire 

Hydro, which New Hampshire Hydro could not reasonably have been 

expected to avoid by exercise of due diligence and foresight, 

Including, without limiting the generality of the foregoing, 

storm, flood, lightning, earthquake, fire, explosion, failure 

of facilities not due to lack of proper care or maintenance, 

civil disturbance, labor disturbance, sabotage, war, national 

emergency, or restraint by court or public authority. In such 

event, New Hampshire Hydro shall use reasonable diligence to 

notify the Participants of such event. 

., 

"'· 
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F. Successors and Assigns. This Agreement shall be 

binding upon and shall Inure to the benefit of," and may be 

performed by, the successors and assigns of the parties and 

shall also be binding, Insofar: as permitted by law, on any 

receiver or trustee In bankruptcy, receivership, or 

reorganization of any party. Except <I> for a reallocation 

resulting from a default as provided In Section 15, (II> for a 

sale, merger, or consolidation which Is approved by New 

Hampshire Hydro and results In the transfer of substantially 

all of a Participant's assets to, and the assumption of all of 

the Participant's obligations hereunder by, an electric utility 

which Is a member of NEPOOL, and (Ill> for an assignment by New 

Hampshire Hydro to a NEES affiliate of New Hampshire Hydro 

which expressly assumes New Hampshire Hydro's rights and 

obligations hereunder and acquires the Transmission Facilities, 

and <lv> for a transfer of any or all of a Participant's 

Participating Share prior to the Effective Date as provided In 

Section 4A hereof, no assignMent of this Agreement shall 

operate to relieve the assignor of Its obligations under this 

Agreement without the written consent of the parties hereto. 

In addition to New Hampshire Hydro's right to assign to an 

affiliate, New Hampshire Hydro may assign, without the consent 

of the Participants, Its right, title, and Interest In this 

Agreement, In whole or In part, and any security Interests 

contained herein or granted hereunder, to one or more banks, 

Investment banking firms, Insurance companies, other financial 

Institutions, or others as collateral security for New 
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Transmission Facilities. Written notice to all parties will be 

given prior to any assignment hereunder. 

G. Right of Setoff, No Participant shall be entitled to 

set off against the payments required to be made by It 

hereunder <1> any amounts owed to It by New Hampshire Hydro, 

any afffllate of-New Hampshire Hydro, any Equ1ty Sponsor, or 

any other Participant or <2> the amount of any claim by It 

against New Hampshire Hydro, any affiliate of New Hampshire 

Hydro, any Equity Sponsor, or any other Participant. However, 

the foregoing shall not affect In any other way any 

Participant's rights and remedies with respect to any such 

amounts owed to It by New Hampshire Hydro; any affiliate of New 

Hampshire Hydro, any Equity Sponsor, or any other Participant 

or any such claim by It against New Hampshire Hydro or any 

other Participant. 

H. Amendments. New Hampshire Hydro shall have the right 

to amend the provisions of Section 12 hereof from ttme to time 
·' 

by serving an appropriate statement of such amendment upon the 

Participants and filing the same with the Federal Energy 

Regulatory Commission <or such other regulatory agency as may 

have jurisdiction> In accordance with the provisions of 

applicable laws and any rules and regulations thereunder, and 

the amendment shall thereupon become effective on the date 

specified therein, subject to any suspension order duly Issued 

by such agency. The Participants have the right to Intervene 

In any regulatory proceeding brought by New Hampshire Hydro to 

consider such amendment of the provisions of Section 12. 

• J; 

•• 

•• 
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Any amendments changing the Participating Shares of the 

Participants, the rights of the Participants or a Participant 

as specified In Section 11, or the several nature of the 

obligations and rights of the Participants hereunder as 

specified In Section 5, shall require consent by all parties. 

All other amendments to this Agreement shall be by mutual 

agreement of New Hampshire Hydro and Participants owning 

Participating Shares aggregating at least 66 2/31, evidenced by 

a written amendment signed by New Hampshire Hydro and such 

Participants; and New Hampshire Hydro and all Participants 

shall be bound by any such amendment. 

I. ~. Except as the parties aay otherwise agree, 

any notice, request, bill, or other communication, relating to 

this Agreement, or the rights, obligations or performance of 

the parties hereunder, shall be In writing and shall be 

effective upon delivery. Any such communication shall be 

considered as duly delivered when delivered In person or .. lled 

by registered or certified mall, postage prepaid, to the 

respective post office address of the other parties shown 

following the signatures of such other parties hereto, or such 

other address as may be designated by written notice given as 

provided In this paragraph I. 

J. Governing Law. Thfs Agreement shall be governed by and 

construed and enforced In accordance wfth the laws of The 

Commonwealth of Massachusetts. 
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K. Qtlw:. 

(I> No action, regardless of form, artstng out of this 

Agreement may be brought by any party hereto more than three 

years after the cause of action has arisen. 

<2> In the event that any clause or provision of this 

.Agreement, or any part thereof, shall be declared Invalid or 

unenforceable by any court having jurisdiction, such Invalidity 

or unenforceablltty shall not affect the validity or 

enforceability of the remaining portions of this Agreement. 

<3> All provisions of this Agreement providing for 

limitation of, or protection against, liability shall apply to 

the full extent permitted by law, and regardless of fault, and 

shall survive either termination pursuant to this Agreement or 

cancellation. 

<4> Each party shall, upon request of another party, 

execute and deliver any document reasonably required to 

Implement any provision hereof. 

<S> Any number of counterparts of this Agreement may be 

executed and each shall have the same force and effect as the 

original. 

<6> This Agreement, with the other !astc Agreements, 

Preliminary Quebec Interconnection Support Agreement -

Phase II, the agreements with Hydro-Quebec regarding Phase II, 

and the baste agreements covering Phase I shall constitute the 

entire understanding among the parties and shall supersede any 

and all previous understandings pertaining to the subject 

matter of this Agreement. 
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<7> lhls ~greement Is the act and obllgat\on of the 

. parties hereto In their corporate or governmental capacity, and 

any claim hereunder against any shareholder, d\rector, off\cer, 

employee, or agent of any party, as such, Is expressly waived. 

Section 21. Refund of Gain on Sale or Other Disposition of 

Transmission Facilities 

In the event that any of the Transmission Facilities are 

sold or otherwise disposed of during the term of this 

Agreement, If the Net Proceeds <defined as the amount received 

from such sale or disposition less all costs relating to or 

resulting from such sale or disposition, Including without 

limitation any Income taxes relating to or resulting from such 

sale or disposition, any premiums and penalties Incurred 

because of the early retirement of any Indebtedness associated 

with the sold or disposed of Transmission Facilities, and any 

costs of total or partial demolition of the sold or otherwise 

disposed of Trans•tsslon Facilities> from such sale or 

disposition exceed the greater of <t> the lnvestaent In the 

entire Transmission Facilities <less any depreciation and 

amortization to the date of sale or disposition> or Cit> the 

then total capital of New Hampshire Hydro Cas defined In 

Section 12), New Hampshire Hydro shall <a> refund to the then 

current Participants, In proportion to their then current 

Participating Shares, any such excess, and Cb> credit to the 

accumulated provision for depreciation and amortization related 

to the Investment In the Transmission Facilities the Investment 

In the entire Transmission Facilities <less any depreciation 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 269 of 732



-60-

and amortization to the date of sale or disposition>. The 

total capital of New Hampshire Hydro, for the purposes of this 

section.- may exceed the Investment In the entire Transmtsslon 

Facilities <less any depreciation and amortization to the date 

of sale or disposition> due to <1> any reserve for deferred 

Income ta~es paid by New Hampshire Hydro or (2) for other 

reasons related to the Investment In the Transmission 

Facilities. If the Net Proceeds do not exceed the greiter of 

<I> or <II> above, the Net Proceeds will be credited to the 

accumulated provision for depreciation and amortization related 

to the Investment In the Transmission Facilities In lieu of 

payment to the Participants. The Participants agree to flow 

through any such refunds to their customers and shall seek any 

necessary regulatory approvals to reflect In their rates any 

such refunds and the effect of any such credits to the 

accumulated provision for depreciation and amortization related 

to the Investment In the Transmission Facilities; except that 

to the extent that a Participant's. customers' rates have not 

reflected all or a portion of that Participant's share of the 

costs of the Transmission Facilities, then that Participant 

agrees that a complete flow-through of such refunds may not be 

appropriate and that particular Participant shall seek any 

necessary regulatory approvals for the appropriate disposition 

of an appropriate portion of such refunded amounts or credits. 

• ft 
ll 

•• 

., 
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IN WITNESS WHEREOF, the signatories have caused this 

Agreement to be executed by their duly authorized officers or 

agents. 

Vermont Electric Power 
Company, Inc., as agent 
for each Vermont electric. 
utility named, and with 
authority to bind each 

NEW ENGLAND HYDRO-TRANSMISSION CORPORATION 

s/R.O. Bigelow 

By ---:-:---=--':"":"'"-:-------Its President 

c/o New England Power Service 
Company 

Address: 25 Research Drive 
Westborough, MA 01582 

VERMONT ELECTRIC POHER COMPANY, INC. 

s/S. John Zuckernlck 

~~~~~~~-------Its President 

Address: Pinnacle Ridge Road 
P. 0. Box 548 
Rutland, VT 05701 

such utility to the extent 
of the percentage Interest 
of the VELCO entitlement 
hereunder that Is specified, 
on Scheudle 1 to this 
signature page 

CENTRAL MAINE POHER COMPANY 

s/Donald F. Kelly 

By ____,_.,..,.,...__,,_....,....,---,.--,:-=--~,---:-
Its VIce Pres·ldent of Power Supply 

Address: Edison Drive 
Augusta, ME 04336 

j 

w.~~----------~--~-----------------------------------------------------__j 
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BOSTON EDISON COMPANY 

s/Stephen J. SNeeney 

~-.~n=~~~-==----------Its President & CEO 

Address: BOO Boylston Street 
Boston, HA 02199 

CHICOPEE MUNICIPAL LIGHTING PLANT 

s/Herve L. Plasse 

By -;-;:-u::::-:::=-------Its Manager 

Address: 725 Front Street 
Chicopee, MA 01013 

THE CONNECTICUT LIGHT AND POHER COMPANY 
WESTERN MASSACHUSETTS ELECTRIC COMPANY 
HOLYOKE HATER POHER COMPANY 
HOLYOKE POHER AND ELECTRIC COMPANY 

s/Hilllam B. Ellis 

~-~~~o.=~------------Thelr Chairman 
c/o Northeast Utilities Service 

Company 
Address: P. 0. Box 270 

Hartford, CT 06141-0270 

FITCHBURG GAS AND ELECTRIC LIGHT COMPANY 

s/Frank L. Childs 

~-y~~~~-------------Its President 

Address: 285 John Fitch HlghNay 
P. 0. Box 2070 
Fitchburg, MA 01420 

• 

•• 

., 
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THE UNITED ILLUMINATING COMPANY 

s/Richard J. Grossi 

~~~~~~~~~~-----Its Exec. VIce President 

Address: 80 Temple Street 
NeN Haven, CT 06506 

NEH ENGLAND POHER COMPANY 

s/J.F. KasloN 

~~~--------------------Its 

Address: 25 Research Drive 
Westborough, MA 01582 

BANGOR HYDRO-ELECTRIC COMPANY 

s/T.A. Greenqulst 

~~~~~~---------------Its President 

Address: 33 State Street 
Bangor, ME 04401 

CANAL ELECTRIC COMPANY 

s/Jeremlah V. Donovan 

~~~~~~----~---------Its President 

Address: 675 Massachusetts Avenue 
Cambridge, MA 02139 
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PUBLIC SERVICE COMPANY OF NEN HAMPSHIRE 

s/R.J. Harrison 

By ---.7:""-:::::~::::-;-;-~~-=----=-:---Its President & Chief Executive 
Officer 

Address: 1000 Elm Street 
P. 0. Box 330 
Manchester, NH 03105 

HONTAUP ELECTRIC COMPANY 

s/Arthur A. Hatch 

~~~~~~~~------Its Vice President 
c/o Eastern Utilities Associates 
Address: P. 0. Box 2333 

Boston, MA. 02107 

MASSACHUSETTS MUNICIPAL WHOLESALE 
ELECTRIC COMPANY 

s/Rlchard K. Byrne 

~---~~~~~-~~~~--Its General Manager & Secretary 

Address: P. 0. Box 426 
Ludlow, MA 01056 

TAUNTON MUNICIPAL LIGHTING PLANT 

s/Joseph H. Blain 

~---~~-~~--------Its General Manager 

Address: 55 Heir Street 
Taunton, MA 02780 

-65-

CONNECTICUT MUNICIPAL ELECTRIC ENERGY 
COOPERATIVE 

s/Maurlce R. Scully 

~~-:---=--~~~~~~---Its Executive Director 

Address: 268 Thomas Road 
Groton, CT 06340 

NEHPORT ELECTRIC CORPORATION 

s/Elllot G. Nhltney 

~~~~~~~~~~~-----Its President & Gen. Mgr. 

Address: 12 Turner Road 
P. 0. Box 4128 
Middletown, R.I. 0284o-0011 

UNITIL PONER CORP. 

s/David K. Foote 

~~-~~~~~------Its VIce President 

Address: 436 South River Road 
RFD #5 
Bedford, NH 03102-6197 

PEABODY MUNICIPAL LIGHT PLANT 

s/Bruce P. Patten 

BY----~---------------------. Its Manager 

Address: 70 Endicott Street 
Peabody. MA 01960 

I 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 272 of 732



' ~ APPROVED: 

s/Htlltam A. 
By Kennedy. Jr. 

Town Manager of Town 
of Holden 

TOlin of Holden 

Town of Middleborough 

Town of Makefield 

Town of North Attleboro 

TONN OF HOLDEN 

s/Nell E. Hurray 
~~~~~~~~~~~~--Its Light Department Operating 

Manager 

Address: Reservoir Street 
Holden, MA 01520 

Light Department's 
1980 Kllowatthour load 63 676.QQO 

TOHN OF MIDDLEBOROUGH 

s/John H. Dunfey 

~~~~~~~~~--------Its General Manager 

Address: 32 South Main Street 
Middleborough, MA 02346 

Light Department's 
1980 Kllowatthour load 92.081.000 

TOHN OF MAKEFIELD 

s/Hilllam J. Wallace 

By~~~----------------------Its Manager 

Address: Makefield Mun. Lt. Dept. 
9 Albion Street 
Makefield, MA 01880 

Light Department's 
1980 Kllowatthour load 107 609 000 

TOHN OF NORTH ATTLEBORO 

s/Davld Sweetland 

~~~~-------------------Its Manager 

Address: P.O. Box 790Street . 
North Attleboro, MA 02761 . 

Light Department's 
1980 Kllowatthour load 93 816 QQO 

•• 

•' 

J • 

Town of Boylston 

Lighting Plant 

Town of Hingham 

Town of Rowley 

TOHN OF BOYLSTON 

s/Edward H. Kimbell 
~--~~~~~----------Its Manager 

Address: Sanatorium Road 
Boylston, MA 01505 

Light Department's 
1980 K11owatthour load 17 324.00Q 

TOHN OF HINGHAM 

s/Joseph R. Spadea, Jr. 

~~~~~~------------Its Manager 

Address: Hingham Municipal 

19 Elm Street 
Hingham, MA 02043 

Light Department's 
1980 Kllowatthour load 103.929,000 

TOHN OF ROHLEY 

s/G. Robert Merry 

~~~~~~--------------Its Manager 

Address: Rowley Municipal Lighting 
Plant 

47 Summer Street 
Rowley, MA 01969 

Light Department's 
1980 Kllowatthour load 13 551 QQO 

TOHN OF HUDSON 

s/Horst Huehrner 

~~~~~~-------------Its Manager 

Address: TOHN OF HUDSON 
Light & Power Department, 
Hudson, MA 
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Town of Braintree 

Town of Danvers 
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NESTFEILD GAS & ELECTRIC LIGHT DEPARTMENT 

s/Danlel Golubek 

~--~~~~-----------------------Its Manager 

Address: 100 Elm Street 
Westfield, HA 01085 

TOWN OF BRAINTREE ELECTRIC LIGHT DEPARTMENT 

s/Halter R. McGrath 

~--~~~~~~---------------Its General Manager 

Address: 44 Allen Street 
Braintree, HA 02184 

Light Department's 
1980 Kllowatthour load 267 289.QQO 

TOWN OF DANVERS 

s/Hayne P. Marquis 

~--~~~~~-----------------Its Town Manager 

s/Michael H. Madore 

~~~~~~~~~~----Its Electric Superintendent 

Address: Electric Division 
2 Burroughs Street 
Danvers, HA 01923 

Light Department's 
1980 Kllowatthour load 206 806 OQQ 

•• 

·~ 

Town of Nest Boy I ston 

City of Holyoke 

Town of Reading 

----- ----------, 
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TOWN OF NEST BOYLSTON 

s/Charles H. Coughlin 

By --:,.,.-..,.,-------------Its Manager 

Address: 4 Crescent Street 
Nest Boylston, MA 01583 

Light Department's 
1980 Kllowatthour load 43,974.0QO 

CITY OF HOLYOKE 

s/G.E. Leary 

By --=~~---------------Its Manager 

Address: Gas & Electric Department 
70 Suffolk Street 
Holyoke, HA 01040 

Light Department's 
1980 Kllowatthour load 232,301 707 

TOHN OF READING 

s/Ailan Ames 

BY--:,.,.-~---,.,.----~~-~~~~Its Secretary, Reading Municipal 
Light Board 

Address: 25 Haven Street 
P.O. Box 150 
Reading, MA 01867 

Light Departwent's 
1980 Kllowatthour load 401,794,849 
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Town of Groton 

Town of Princeton 

Town of Shrewsbury 

CONCORD MUNICIPAL LIGHT PLANT 

s/Steven E. Shelffer 

~~~~--~-----------------Its Town Manager 

Address: 135 Keyes Road 
Concord, HA 01742 

• f 
TOWN OF GROTON Town of Sterling 

s/Roger H. Beeltje 

~~~~----~~~~~~~---Its Manager of Municipal Lght. 

Address: Groton Electric Light 
Department 

Station Avenue 
Groton, MA 01450 

Light Department's 
1980 Kllowatthour load 22,908,QQQ 

TOWN OF PRINCETON 

s/Richard F. Wheeler 

8y~~~----------------------Its Manager 

Address: Municipal Light Department 
4 Town Hall Drive 
P.O. Box 247 
Princeton, MA 01541-0247 

Light Department's 
1980 Kllowatthour load 7,130,0QQ 

TOWN OF SHREWSBURY 

s/Thomas R. Josle 

By ----------------------------Its Acting General Mgr. 

Address: 100 Maple Avenue 
Shrewsbury, MA 01545 

Light Department's 
1980 Kllowatthour load 146 303.000 

•• Town of South Hadley 

., 
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TOWN OF STERLING 

s/Hilllam H. Rugg 
By ________________________ __ 

Its Manager 

Address: 50 Main Street 
Sterling, MA 01564-0430 

Light Department's 
1~80 Kllowatthour load 24,510 OQQ 

TOHN OF SOUTH HADLEY 

s/Hayne D. Doerpholz 

By -.,..,.-..,.,.------------Its Manager 

Address: 85 Main Street 
South Hadley, MA 

Light Department's 
1980 Kllowatthour load 99.981 OQO 

L.-...~------------------==-------------_j 
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VELCO SCHEDULE l 

Vermont Phase II Participant 

Central Vermont Public 
Service Corporation 

Citizens Utilities Company 

Franklin Electric Light 
Company, Inc. 

Green Mountain Power 
Corporation 

ll8Q 
Kllowatthour 
Load 

1,895,922,200 

184,496,600 

7,159,900 

1,174,519,500 

Percentage 
Interest 

58.1197 

5.6558 

0.2195 

36.0050 

\..'· 
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Schedule I 

Vermont Electric Power Company, Inc. 
Contracting Electric Systems 

Central Vermont Public Service Corporation 
Citizens Utilities Company 
Franklin Electric Light Company, Inc. 
Green Mountain Power Corporation 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 276 of 732



.---------------------------------··---·" -·---·· 

-74-

Schedule II 

Massachusetts Municipal Wholesale Electric Company 
Contracting Electric Systems 

Massachusetts Systems 

Town of Ashburnham Municipal Light Plant 
Town of Georgetown Municipal Light Department 
Town of Hull Municipal Lighting Plant 
Town of Littleton Electric Light Department 
Town of Mansfield Municipal Electric Department 
Town of Marblehead Municipal Light Department 
Town of Middleton Municipal Electric Department 
Town of Paxton Municipal Light Department 
Town of Templeton Municipal Lighting Plant 

Rhode Island System 

Pascoag Fire District 

[
·~~..,":;,.~"lr'' ,. · .. ,,, ' 
i'il'-'{..jV'r .~ , '~ 

ew 

•' 

.-
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ATTACHMENT A 

Except as provided below, If any partlcfpant does not receive required 
consents. waivers, regulatory approvals, or other actions of governmental 
authorities within the time period required by this Agreement, the listing of 
Participants and 1980 kllowatthour load will be appropriately modified. 

Participant 1980 Kl1owatthour Load 

The Connecticut Light and Power Company 
Hestern Massachusetts Electric Company 
Holyoke Hater Power Company 
Holyoke Power and Electric Company 
New England Power Company 
Boston Edison Company <Edison> 
Central Maine Power Company 
Public Service Company of New Hampshire 
The United Illuminating Company 
Vermont Electric Power Company 
canal Electric Company 
Montaup Electric Company 
Bangor Hydro-Electric Company 
Connecticut Municipal Electric Energy Cooperative 
UNITIL Power Corp. 
Massachusetts Municipal Wholesale Electric 

Company 
Town of Reading Municipal Light Department 
Newport Electric Corporation 
Fitchburg Gas and Electric Light Co. 
Taunton Municipal Lighting Plant 
City of Chicopee Municipal Lighting Plant 
Town of Braintree Electric Light Department 
City of Peabody Municipal Light Plant 
City of Westfield Gas & Electric Light Department 
City of Holyoke Gas & Electric Light Department 
Town of Danvers Electric Department 
Town of Shrewsbury Electric Light Department 
Hudson Light and Power Department 
Town of Makefield Municipal Lighting Department 
Town of Hingham Municipal Lighting 
Town of South Hadley Electric Light Department 
Town of North Attleborough Electric Department 
Town of Middleborough Gas and Electric Department 
Town of Holden Municipal Light Department 
Town of Hest Boylston Municipal Lighting Department 
Town of Sterling Municipal Electric Department 
Town of Groton Electric Light Department 
Town of Boylston Municipal Light Department 
Town of Rowley Municipal Light Department 
Princeton Municipal Light Department 
Town of Concord Municipal Light Plant 

16,002,437,000 
3,252,432,000 

106,905,000 
0 

15,444,975,840 <a>, <b> 
9,531, 773,000 (b), (C) 
6,053,571,000 
5,043,242,871 (d) 
4,715,078,120 
3,262,098,200 
3,227,553,000 
3,096,872,000 <e> 
1,305,625,118 

718,177,538 
609,873,261 (f) 

470,025,000 
401,795,000 
382,745,000 
369,055,118 
307,460,361 
279,273,169 
267,2B9,000 
245,010,000 
219,026,000 
214,448,000 
206,806,000 
146,303,000 
127,808,000 
107,609,000 
103,929,000 
99,9B1,000 
93,816,000 
92,081,000 
63,676,000 
43,974,000 
24,510,000 
22,908,000 
17,324,000 
13,551 ,000 
7,130,000 

------" (c) 

76,698,146,596 

<a> Includes New Hampshire retail 1980 kllowatthour load of 434,290,243. 
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<b> The 1980 K11owatthour loads shown for Boston Ed1son Company and New 
England Power Company have been adjusted to reflect the current 
status of NorWOOd as a full requirements custOMer of New England Power Company. 

<c> As of June 1, 1985, Concord continues to be a full requirements 
customer of Edison. At such time as Concord ceases to be a full 
requirements customer of Edison, for purposes of this Agreement, 
Concord shall have an additional Participating Share equal to 1.0871 
of Edison's Initial Participating Share <based on a 1980 Kwh load of 
103,629,000 Kwh for Concord> and Edison's Participating Share shall be reduced by such amount. 

<d> Includes New Hampshire retail 1980 kllowatthour load of 4,939,218,744. 

<e> The amount shown for Hontaup Electric Company Includes the load of 
the other members of the Eastern Utilities Associates syste•. 

(f) The amount shown for UNITIL Power Corp. represents the 1980 
kllowatthour load of Its affiliates, Concord Electric Company and Exeter & Hampton Electric Company. 

• 

•• 

ATTACHMENT 8 

Pescrlotlon of the Transmission Facilities 

The Transmission Facilities will Include the following: 

<1> the continuation of a single circuit± 450fkVdDC line 

~~b;~.~~~~t~~9t~!9~!;o~;:~~hr~~si~:ec~~ ~~Hudson, 
a distance of 121 miles; 

<2> communication equipment located In New Hampshire; and 

<3> such other facilities In New Hampshire and Vermont as 
approved by the Advisory Commltt,e. 

] 
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ATTACHMENT C 

Forms of the following documentation: 

1. Opinion of Counsel 

Z. Certl fl cate 

3. Incumbency and Signature Certificate 

4. Directors' Vote 

[Please note - governmental entitles may make appropriate 
nodlflcattons to these documents to reflect that they are not corporations.] 
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[Form of Opinion of Counsel for Each Utility Participant] 

New England Hydro-Transmission 
Electric Company, Inc.; 

New England Hydro Transmission 
Corporation: or 

New England Power Company 

Gentlemen: 

This opinion Is furnished In connection with the execution 
and delivery by <the Company> of 
the following Agreements: 

He have acted as counsel to the Company, one of the Utility 
Participants, In connection with the execution and delivery of 
the Baste Agree-ants. He participated In reviewing and/or 
drafting the Agreements. 

As general [special] counsel to the Company, we are 
generally familiar with Its affairs. [If special counsel Is 
giving the opinion, describe relationship to the Company.] He 
have reviewed the proceedings taken by the Company In 
connection with Its authorization, execution, and delivery of 
the Agreements and any documentation supplied by the Company 
thereunder. He have also examined executed counterparts of the 
Agreements, have Made such other Investigation, and have 
examined such other records and documents, and have made such 
examination of law and satisfied ourselves as to such other 
Matters as we have deemed relevant and necessary In order to 
enable us to express the opinions set forth below. 

Based upon and subject to the foregoing and to the further 
qualifications In this opinion, we are of the opinion that: 

1. The Company Is a corporation duly organized, validly 
existing and In good standing under the laws of [the 
jurisdiction of Its Incorporation], has the corporate power to 
own Its assets and to transact the business In which It Is 
engaged, and Is duly qualified as a foreign corporation In, and 
Is In good standing under the laws of, each jurisdiction In 
which the conduct of Its business or the ownership of Its 
assets requires such qualification. 

2. The Company has <and In the case of the Agreements at 
the time of execution and delivery thereof, had> full corporate 
power, and legal right to execute, deliver and perform the 
Agreements, and the Company has taken all necessary corporate 
action to authorize the execution, delivery, and performance by 
It of the Agreements. 
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3. The execution, delivery, and performance by the Company 
of the Agreements do not <a> contravene the Company's [charter 
docuMents] or by-laws, <b> violate any applicable law, rule, 
regulation, order, writ, judgment, Injunction, decree, or award 
known to us by which the Company Is bound, <c> violate any 
Indenture, Instrument, or agreement known to us by which the 
Company ts bound, or <d> result In or require the creation or 
the Imposition of any lien pursuant to the provisions of any 
Indenture, Instrument, or agreement known to us by which the 
Company I s bound. 

4. No authorization, approval, consent, or other action 
by, and no notice to or ftltng with, any federal, state, or 
other governmental authority or regulatory body which has not 
been obtained or given and Is not In full force and effect Is 
required for the valid and lawful execution, delivery, and 
performance by the Company of the Agreements. [In this 
connection, to the extent It may be required by law, the 
approval of the Massachusetts Department of Public Utilities 
[Connecticut PUC, or other] has been given for the Agreements 
and the Company's performance thereunder by order<s> 
dated , Which remains In full force and 
effect.] 

5. The Agreements have each been duly executed and 
delivered by the Company and constitute the legal, valid, and 
binding obligations of the Company enforceable against It In 
accordance with their respective terms. 

6. No action, suit, proceeding, or Investigation at law or 
tn equity or by or before any governmental Instrumentality or 
other agency now pending or threatened against or affecting the 
Company or tts property or rights which, If adversely 
detenntned, would .atertally Impair the ability of the Company 
to perfonn Its obligations under the Agreements Is known to us. 

our opinion that the Agreements are enforceable, each In 
accordance with the terms thereof, Is qualified to the extent 
that the enforce-ant of the rights and remedies created thereby 
Is subject to bankruptcy, Insolvency, reorganization, and 
similar laws of general application affecting the rights and 
remedies of creditors and secured parties, and to the further 
extent that the availability of the remedies of specific 
enforcement, Injunctive relief, or any other equitable remedy 
ts subject to the discretion of the court before which any 
proceeding therefor may be brought. 

Very truly yours, 

• ' 

: 
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CERTI EICATE 

I, <Insert name>, the Clerk <or Secretary or other 
principal recording officer> of <Insert name of Utility 
Part! clpant>, a <Insert state of organization> <the "Company"> 
do hereby certify that: 

<1> Attached hereto as Exhibit A Is a true and correct 
copy of a vote duly adopted at a meeting of the Board of 
Directors of the Company, duly called and held on , 
198 and that such vote and the authority vested thereby have 
not-been amended or revoked and are still In full force and 
effect. 

<Z> Attached hereto as Exhtbtt B ts a true and correct 
copy of the Articles of <>rgantzatton <or other charter 
documents> of the Company, as amended and In effect as of the 
date of this Certificate. 

<3> Attached hereto as Exhibit c Is a true and correct 
copy of the By-Laws of the Company, as amended and In effect as 
of the date of this Certificate. 

<4> The persons Cor person> listed on Exhibit D have been 
duly elected to the offices set forth adjacent to their 
respective names since the first day of June, 1985, and the 
signatures adjacent to their respective names are the genuine 
slgnaturts of said officers. 

IN WITNESS WHEREOF, I have placed my hand and the seal of 
the Company this day of • 198_. 

By----------
Name: 
Tttle: 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 280 of 732



-82-

CONFIRMATION OF INCUMBENCY AND SIGNATURE OF 
CLERK SECRETARY OR QTHER PRINCIPAL RECQRPING OffiCER 

I, <name>, <tttle> of the Company, do hereby certtfy that 
<name of offtcer executtng certtftcate> ts and at all ttmes 
subsequent to , 198_, has been the duly elected 
<title> of the Company and that the signature adjacent to hts 
<or her> name ts the genutne signature of satd officer. 

By----------
Name: 
Tttle: 

• 

•• 

. .mi£0: 
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FORM Of PIRECTQRS' YQTE APPROVING AGREEMENTS 

That tn connectton with this Company's participation 
tn the Phase II expansion of the proposed 
Interconnection between the New England Power Pool 
companies and Hydro-Quebec, the executton and deltvery 
on behalf of this ComPany by , 
President, of the following agreements: <being 
collectively referred to In this vote as "Agreements") 
copies of which Agreements have been. presented at this 
meettng, are hereby·authorlzed, approved, rattfled, 
and confirmed, and that the officers of thts Company 
are further authorized severally to take any and all 
such further acttons tncludtng the execution and 
delivery of such further doc~nts, as such officers 
or any of the• may deem necessary or approprtate In 
connectton wtth the actions and documents authorized 
by this vote • 

·~ .. 
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ATTACHMENT E 

Subscrtptlon process for Dete~=~nlng 
Inltlal partlcipattng Shj __ _ 

After allocation of up to 101 of the Partlclpatfng Shares 
pursuant to Section 4<8><1> and <2>, the remaining shares shall 
be allocated to Participants as follows: 

a. Each Partfclpant shall be entftled to a pro rata share 
of the remainder based on its 1980 Kwh load as a 
percentage of all Participants• 1980 Kwh loads. 

b. Upon execution of thfs Agreement, each Partfcfpant may 
subscribe for more or less than its share under <a> above. 

c. If there are no undersubscrtptions or oversubscrtpttons 
under <b> above or If the sum of the shares under <a> 
or <b> above for all Participants equals 1001 of such 
remaining shares, then each Parttclpant shall have a 
share as detennlned under <a> or <b> above. <For the 
purposes of this section, oversubscription shall mean, 
with respect to any Participant, a subscription under 
<b> above of more than tts share under <a> above. For 
the saMe purposes, undersubscrlptlon shall mean, with 
respect to any Parttclpant, a subscription under <b> 
above of less than tts share under <a> above. The 
amount of such oversubscrtptton shall be equal to <b> 
~!nus <a> and the amount of such undersubscrfptlon 
shall be equal to <a> mfnus <b>.> 

d. If there are undersubscrfptlons but no 
oversubscriptions or ff there are oversubscriptions but 
no undersubscrlptfons, then each Partfclpant shall have 
a share as determined under <a> above. 

e. If the net result of subtracting the aggregate amount 
of all undersubscriptions from the aggregate amount of 
all oversubscriptions Is greater than zero, the 
aggregate amount of all oversubscriptions must be 
reduced to the aggregate amount of all 
undersubscriptlons. This amount shall be referred to 
as the total permitted amount of oversubscriptions. 
Each oversubscriber shall tnlttally be allocated a 
share of the total permttted amount of 
oversubscriptions <pro rata by the 1980 kwh loads of 
the oversubscrlbers>; provtded that no oversubscriber 
shall be allocated more than tts requested amount under 
<b> above. Any rematntng unallocated portion of the 
total permitted amount of oversubscriptions shall be 
allocated to all oversubscrlbers that have not yet 
reached their requested amount under <b> above pro rata 
by the differences between thetr requested amounts 
under <b> above and thetr amounts allocated thus far 
under thts sectton <d>. 

\ 

•, 
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f If the net result of subtracting the aggregate amoun; 
· of all oversubscriptions from the aggregate amount o 

all undersubscrfptlons Is greater than zero, theb 
aggregate amount of all undersubscrlpttons must e 
reduced to the aggregate amount of all 
oversubscriptions. This amount shall be referred to as 
the total permftted amount of undersubscrtpttons. The 
total permitted amount of undersubscrtptlons shall be 
allocated to the undersubscrtbers pro rata by the 
amounts of their undersubscriptlons. 

_j 
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ATTACHMENT F 

As a result of the support arrangements for building, 

owning, and financing the Transmission Facilities, Equity 

Sponsors have provided credit support for the project In excess 

of their Participating Shares. This enhances New Hampshire 

Hydro's ability to finance the project. The status of" a 

Participant as a Credit Enhanced Participant that receives 

credit enhancement or not will be determined In connection 

, with, and as of the date of commitment for, each debt 

financing, Including any construction financing, In accordance 

with Section 1 hereof, and the Credit Enhancement Charge will 

be determined with respect to each such financing and will 

continue to be paid as long as the financing Is outstanding and 

as long as any accrued unamortized Credit Enhancement Charges 

for said Participant rematn outstanding. 

An •Investment grade" Participant Is defined In this 

Agreement as a Participant which has outstanding junior 

long-term debt securities which have qualified debt ratings by 

two of the three major rating agencies. An "Investment grade" 

Participant Is also defined as a Participant which has a 

Participating Share of four-tenths of one percent <0.41.> or 

less and which has outstanding junior long-term debt securtttes 

having a rating from only one of the three major rating 

agencies with that rating being a qualified debt rating. <For 

these purposes, the outstanding junior long-term debt 

•• 

•• 
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securities of a Participant shall mean <1> Its outstanding 

long-term debentures, or <II> If no long-term debentures are 

outstanding, tts most junior outstanding long-term mortgage or 

revenue bonds, or <Ill> If no long-term debentures, mortgage 

bonds or revenue bonds are outstanding, Its most junior 

outstanding long-term debt.> "Qualified debt ratings" are 

defined as a minimum rating of Baa3 by Moody's Investors 

service, BBB- by Standard & Poor's Corporation and D&P 10 by 

Duff & Phelps, Inc. 

Any "substitute credit enhancement" shall mean, with 

respect to any New Hampshire Hydro debt financing, Including 

any construction financing <I> a letter of credit from a 

commercial bank having capital, surplus, and undivided profits 

of at least $250 million and a credit rating of "AA" or better 

In form and substance satisfactory to New Hampshire Hydro or 

(II> a credit support that Is equivalent to <I> above which Is 

satisfactory In for• and substance to New Hampshire Hydro, or 

<Itt> a guarantee from an Equity Sponsor which at that time the 

guarantee Is .ade satisfies the requirements to be an Equity 

Sponsor as set forth In section 4 of the Equity Funding 

Agreements; provided that such enhancement Is Irrevocable until 

the final maturity of such debt financing, Including any 

optional extensions thereof. The first time that a Participant 

supplies substitute credit enhancement under this Agreement or 

under the Phase II Massachusetts Facilities Support Agreement, 

the substitute credit enhancement shall also cover such 
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Participant's share of the debt obligations of New England 

Power Company and Boston Edison Company relating to their 

respective AC Facilities and the term of such credit 

enhancement shall extend for the full term of the then 

remaining depreciation period for the AC facilities supported 

under such AC Facilities Support Agreements. 

The principal amount of such substitute credit enhancement 

shall equal that Participant's Participating Share of the 

maximum amount of obligations under such New Hampshire Hydro 

debt financing plus, If not already provided In connection with 

any other debt financing of New Hampshire Hydro or New England 

Hydro, that Participant's Participating Share of the maximum 

amount of debt obligations of New England Power Company and 

Boston Edison Company relating to the AC Facilities as 

determined by New England Power and Boston Edison, respectively. 

For any substltu~e credit enhancement that covers that 

Participant's Participating Share of the debt obligations of 

Boston Edison Company a_nd New England Power Company relating to 

the AC Facilities, such substitute credit enhancement shall 

provide for direct payment to New England Power and Boston 

Edison, respectively, of the amounts Included therein for 

covering such debt obligations. 

As compensation to Equity Sponsors for providing this 

additional credit support, a Credit Enhancement Charge, as 

calculated In connection with each debt financing Is required 

to be paid by the Participants. If a Participant Is a Credit 

'f, 

(J 

• 

• 
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Enhanced Participant by reason of below-Investment grade, 

withdrawn or suspended debt ratings, the Credit Enhancement 

Charge attributed to that Credit Enhanced Participant will be 

paid by all Participants with each Participant paying Its 

Participating Share thereof; provided, however, that If a 

Participant Is a Credit Enhanced Participant due to lack of 

debt ratings, the Credit Enhancement Charge attributed to that 

Credit Enhanced Participant shall be paid by such Participant. 

The Credit Enhancement Charge <E> attributed to a Credit 

Enhanced Participant Is a dollar value determined monthly for 

each Credit Enhanced Participant by the following formula: 

F • 

<_.G._ ~ L> where F1 • <lOO x H1 x 100 x 0.8 x 12 > + J1 

the Credit Enhancement Change for each New Hampshire 

Hydro debt financing that Is credit enhanced for the 

Participant. 

I • a number from 1 to n representing each of New 

Hampshire Hydro debt flnanclngs. 

n • total number of such flnanclngs. 

G • the Participant's Participating Share <In percent> 

H • the maximum outstanding amount of New Hampshire 

Hydro debt during the month which was credit enhanced 

for such Participant 
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I • debt premium <In percent> for the Credit Enhanced 

Participant as shown In the following table: 

Pa.rtlcloa.nt's 
Pebt Rating• l!1l 

:;low 83 or not rated 7.57 
~ s.~ 

4.82 
:!3 4.32 

3.82 
8&2 3.32 
8&1 2.82 

• Debt rating shall be the lower of the two highest 
ratings assigned to the Participant's outstanding 
junior long-term debt securities by Moody's, 
Standard and Poor's, and Duff & Phelps, converted 
to a Moody's equivalent as measured at the 
commitment date of such New Hampshire Hydro debt 
financing. If the Participant has a Participating 
Share of four tenths of one percent <0.41> or less 
and has only one debt rating, then the debt rating 
for such Participant shall be that rating converted 
to a Moody's equivalent as measured at the 
commitment date of such New Hampshire Hydro debt 
financing. 

J • an amount calculated as follows: 

During the period from the Effective Date to the Date 

of Full Support Payment, J shall equal 0 and the 

Credit Enhancement Charge calculated during such 

period pursuant to the above formula shall be accrued 

for each Participant during such period with Interest 

calculated at New Hampshire Hydro's AFDC rate. After 

the Date of Full Support Payment, such previously 

accrued amount for such Participant shall be treated 

as If It represented additional Investment In the 
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Transmission Facilities relating only to such Participant. As 

a result J shall Include monthly amounts attributable to such 

Participant <whether or not It continues to be a Credit 

Enhanced Participant after the Date of Full Support Payment and 

whether or not the debt being enhanced continues to be 

outstanding> representing amortization of such previously 

accrued amount <with amortization over the period that the 

Investment In the Transmission Facilities Is being amortized> 

plus o~e-twelfth of the composite percentage <as defined In 

Section 12 hereof> times the unamortized accrued amount plus a 

provision for Income taxes. 
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ATTACHMENT G 
FORM OF 

EQUITY FUNDING AGREEMENT 

FOR 

NEH ENGLAND HYDRO-TRANSMISSION CORPORATION 

This AGREEMENT dated as of June 1, 1985, ls between New 

England Hydro-Transmission Corporation <New Hampshire Hydro> 

and the New England entitles listed In Attachment A hereto. 

Those New England entitles that have executed this Agreement 

and that meet the further conditions for participation and 

qualification hereunder are hereinafter referred to as Equity 

Sponsors or Individually as an Equity Sponsor. The Equity 

Sponsors are sometimes referred to collectively herein, but 

their rights and obligations hereunder are several and not 

joint as described In Section 6 hereof. 

In consideration of the premises, the concurrent execution 

of the other Basic Agreements hereinafter referred to, the 

mutual covenants hereinafter and therein set forth, and other 

good and valuable consideration, recetpt whereof Is hereby 

acknowledged, It Is hereby agreed as follows: 

Section 1, Basic Understandings and purPose 

New England utilities are currently participating In the 

arrangements for the Phase I Interconnection planned by the New 

England Power Pool <NEPOOL> wtth Hydro-Quebec, which Is to 

consist of a z 450 kV HVDC transmission line from a terminal at 

the Des Cantons Substation on the Hydro-Quebec system near 
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Sherbrooke, Quebec to a terminal having an approximate rating 

of 690.MH at a substation at the Comerford Generating Station 

on the Connecticut River <hereinafter referred to as Phase I>. 

The basic arrangements covering the portion of Phase I In the 

United States are set forth In the New England Power Pool 

Agreement,.as amended <the NEPOOL Agreement> and three 

contracts among the participants ln Phase I as follows: 

1. 

2. 

Vermont Transmission Line Support Agreement, 

dated as of December 1, 1981, as amended, with 

Vermont Electric Transmission tompany, Inc. 

Phase I Terminal Facilities Support Agreement, 

dated as of December 1, 1981, as amended, with 

New England Electric Transmission Corporation, and 

3. Agreement Hlth Respect To Use Of Quebec 

Interconnection, dated as of December 1, 1981, as 

amended, Including the restatement thereof In 

connection with Phase II Cthls Agreement as 

restated to cover Phase II Is hereinafter 

referred to as the Use Agreement>. 

These Phase I Interconnection facilities are currently under 

construction with completion scheduled during 1986. 

Hlth the completion of arrangements for Phase I and the 

related contracts with Hydro-Quebec, the members of NEPOOL have 

conducted studies of the benefits of an expanded 

Interconnection for NEPOOL with Hydro-Quebec <Phase II> and 
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have negotiated with Hydro-Quebec a firm energy arrangement to 

utilize the expanded Interconnection facilities. 

The portion of Phase II In the United States will consist 

of an extension of the Phase I DC transmission line from the 

proposed terminus of Phase I at the Comerford Statton through 

New Hampshire to a stte tn Massachusetts wtth additional 

terminal factlttles Installed at that site to Increase the 

total transfer capacity between Hydro Quebec and NEPOOL from 

the 690 MH of Phase I to approximately 2000 MH. Reinforcements 

to the extsttng AC transmtsston system of New England Power and 

to certain AC facilities of Boston Edison Company will also be 

required. The United States portion of the Phase. II facilities 

will be deslg~ated as pool-planned facilities In the same 

manner as the United States portion of the Phase I factlltles 
was so designated. 

Each Equtty Sponsor acknowledges that tt has been 

represented on the Executive and Planning Conmtttees of NEPOOL 

that had responslbtltt~ for evaluating the feastbtltty of Phase 

II and, through thts representation, actively participated In 

the decision of NEPOOL to go forward with Phase II. 

Furthenaore, each Equity Sponsor represents that tt .ade tts 

own Independent Investigations and Inquiries as It deemed 

appropriate and dtd not rely upon representations <other than 

those contained tn thts Agreement> of New England Hydro or tts 

afftltates tn deciding to enter tnto this Agreement. 

·~ 
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The share of benefits among the New England utilities 

associated wtth Phase II Is set forth In the Use Agreement. 

The use Agreement also permits each New England utlltty to make 

Its own entitlement transactions with Hydro Quebec and to use 

the Interconnection for such transactions . 

. The provisions of the Ph~se II Massachusetts Transmission 

Factlttles Support Agreement <Massachusetts HVDC Support 

Agreement> cover the Phase II Massachusetts HVDC transmission 

ltne and terminal facilities In Massachusetts. New England 

Hydro-Transmission Electric Company, Inc. <New England Hydro> 

will build, own, operate, and maintain those Massachusetts HVDC 

transmission facilities. 

The portion of the Phase II HVDC transmission ltne to be 

constructed In New Hampshire Is covered under the Phase II New 

Hampshire Transmission Facilities Support Agreement <New 

Hampshire HVDC support Agreement>. New Hampshire Hydro will 

build, own, operate, and maintain those New.Hampshlre HVDC 

transmission facilities. 

All t~11prove1111nts an.d reinforcements to the AC transmission 

system In Massachusetts necessitated by Phase II are covered 

under the Phase II New England Power AC Facilities Support 

Agreement <New England Power AC Support Agreement> and the 

Phase II Boston Edison AC Facilities Support Agreement <Boston 

Edison AC Support Agreement. 
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The provtstons of thts Agreement cover the commitments of 

the Equtty Sponsors of New Hampshire Hydro to contribute equity 

funds to New Hampshire Hydro, to provide certatn ltmtted credit 

support In connection wtth debt financing of New Hampshire 

Hydro and to accept an allocation of a share of Phase II tn the 

ev~nt of a default by certain participating New England 

uttltttes under certain other Baste Agreements. 

In view of the need to formalize the agreements among the 

parties at an early date so that <t> binding commitments with 

Hydro Quebec for Phase II may be made, <tt> binding commitments 

for ultimate construction and the ftnanctng of the United 

States portion of Phase II may be undertaken consistent with 

the ttme schedule anttctpated by NEPOOL and wtth the assurance 

that commitments among the New England uttltttes are tn place, 

and <ttt> ltcenstng acttvtttes lillY proceed on .a schedule that 

enables completion of such construction consistent wtth the 

tiMe schedule anticipated by NEPOOL, the following agreements 

are concurrently being entered tnto <the "Baste Agreements•> 

whtch collectively set forth rtghts and obltgattons wtth 

respect to the foregoing undertaking: <1> this Agreement; <2> 

the Massachusetts HVDC Support Agreement: <3> the New Hampshire 

HVDC Support Agreement; (4) the Equity Funding Agreement for 

New England Hydro: <S> the New England Power AC Support 

Agreement; <6> the Use Agreement; <7> vartous amendments to the 

NEPOOL Agreement relating to the sharing of savings, capability 

responstbtl ttles, and Pool transmission arrangements; and (S> 
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the Boston Edison AC Support Agreement. 

In order to coordinate each parttctpatlng utility's 

Interest tn Phase II to the fullest extent possible, each of 

the following Basic Agreements have been drafted with the 

Intent that the participating Interest of each participating 

utility wtll be the same under each agreement: the 

Massachusetts HVDC Support Agreement, the New Hampshire HVDC 

support Agreement, the New England Power AC Support Agreement, 

the Boston Edison AC Support Agreement, and the Use Agreement. 

These Baste Agreements also provtde that, notwithstanding any 

provision thereof that may be Interpreted to the contrary, the 

proper Interpretation of each of these Basic Agreements ts to 

be consistent with such overrtdtng Intent. Each Equtty Sponsor 

acknowledges thts overrtdtng Intent and agrees that any action 

by It or tts appointee affecting such parttctpatlng Interests 

shall be the same under thts Agreement and the Equity Fundtng 

Agreement wtth New England Hydro In order to also be consistent 

with such overrtdtng Intent. 

Section 2. Cgndltlons Precedent to Effectiveness 

The effectiveness of thts Agreement, and all rights, 

obligations, and performance of the signatories hereunder, Is 

subject to <I> New England Electric System <NEES> and other 

signatories having executed this Agreement committing In the 

aggregate to Equity Shares <as hereinafter defined> equal to at 

least lOOl, and each such signatory having demonstrated by 

December 30, 1985, to the satisfaction of New Hampshire Hydro 
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that Is qualified to be an Equity Sponsor pursuant to 

Section 4, Cll> New England Hydro or New Hampshire Hydro or New 

England Power or Boston Edison and members of NEPOOL (Including 

Boston Edison and New England Power> serving at least 66-2/31 

of the aggregate kllowatthour load served by NEPOOL members In 

1980 having executed the other Baste Agreements <except for the 

Equtty Fundtng Agreement for New England Hydro and the 

amendments to the NEPOOL Agreement>. Clll> each signatory 

havtng also executed the Equity Funding Agreement for New 

England Hydro and having the same percentage of New England 

Hydro's equity as Its Equtty Share hereunder, ctv> members of 

NEPOOL having executed the amendments to the NEPOOL Agreement 

for Phase II In order that such amendments may become effective 

In accordance with the NEPOOL Agreement, and <v> each signatory 

having satisfied the conditions precedent set forth below. 

By June 1, 1986, each signatory to this Agreement shall 

provide certificates and legal opinions from counsel 

satisfactory to New Ha~shlre Hydro, together with certified 

copies of related resolutions, consents, approvals, 

authorizations, and other docuMents <Documentation> necessary 

to establish to the satisfaction of New Hampshire Hydro that 

all corporate and regulatory consents, waivers, approvals, 

authorizations and other acttons necessary In connection wtth 

performance by such signatory of Its obligations under the 

Agreement have been obtained and are In full force and effect, 

that the Agreement has been duly authorized, executed, and 

• 
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delivered by such signatory, and that 1t constitutes a btndl~ 

commitment by the signatory enforceable In accordance with Its 

terms. Forms of Documentation acceptable to New Hampshire 

Hydro are Included In Attachment B hereto. Prior to slgnln9 

this Agreement, each signatory has provided to New Hampshlr:e 

Hydro a listing of all consents, waivers, approvals, 

authorizations, and other actions required for that signatory 

to deliver Its Documentation. 

Vermont Electric Power Company, Inc. CVELCO> and 

Massachusetts Municipal Wholesale Electric Company CMMHEC> 

represent a number of electric systems. If they desire and are 

qualified to be Equity Sponsors, they shall be deemed to have 

signed on behalf of those respective systems listed In 

Schedules I or II, respectively. By March 1, 1986, VELCO and 

MMHEC will provide New Hampshire Hydro with copies of contracts 

with their respective systems which Impose absolute and 

unconditional obligations on such systems to pay their 

proportionate shares of all costs or obligation Incurred under 

this Agreement by VELCO or MMHEC, respectively. By that date, 

VELCO and MMHEC will also provide to New Hampshire Hydro as 

part of their Documentation certificates, legal opinions Cfroe 

counsel satisfactory to New Hampshire Hydro>, and other 

documents In form and substance satisfactory to New Hampshire 

Hydro representing unconditionally that all consents, 

approvals, and authorizations have been obtained by their 

i""'' 
"'"'"' ., ... 

,..,., 
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contracting systems in connection with each such system's 

performance of Its obligations under Its respective contract 

with VELOO or MMHEC and that each such contract Imposes 

absolute and unconditional obligations on such systems to pay 

their proportionate shares of all costs Incurred under this 

Agreement by VELCO or MMHEC, respectively, and has been duly 

authorized, executed, and delivered and Is a binding commitment 

of such system enforceable In accordance with Its terms. If 

regulatory approvals have not been obtained by March 1, 1986, 

such representations shall be conditioned upon receipt of 

regulatory approvals. VELCO and MMHEC will have until June 1, 

1986, to receive such approvals and make such representations 

unconditionally. In order that percentages of participation be 

consistent among the Baste Agreements, VELOO and MMHEC shall 

have their contracts with their contracting systems cover the 

necessary commitments for each Baste Agreement. 

All expenses In connection with obtaining and delivering 

any Documentation under this Agreement, Including legal 

opinions, are to be borne by the signatory Incurring such 

expense. New Hampshire Hydro will have no responsibility for 

an~ expenses Incurred by VELCO and MMHEC In providing 

Documentation for their respective contracting systems. 

Any signatory that falls to meet the requirements of 

Section 2 by the deadlines contained herein will not be an 

Equity Sponsor under this Agreement and will not have any 

rights and obligations hereunder. 

• 

., 
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New Hampshire Hydro by written notice to all signatories 

may extend any deadline date specified In this Section to a 

later date, provided that any extension for longer than six 

months requires the consent of the Advisory Committee under t~ 

New Hampshire HVDC Support Agreement. 

Section 3, Effectlye pate and Term 

This Agreement shall become effective <the Effective Date) 

upon the last to occur of the following dates: 

<I> the date that the Equity sponsors, committing In the 

aggregate to Equity Shares <as hereinafter defined> 

equal to at least loot, have met the requirements of 

Section 2; and 

(II> the date that the last of the other Basic Agreements 

<excluding the Use Agreement> becomes effective or 

would become effective but for a condition that Its 

effectiveness Is subject to this Agreement becoming 

effective. 

Upon execution and dell~ery of the Agree~ent by New Hampshire 

Hydro and NEES and other signatories committing In the 

aggregate to Equity Shares <as hereinafter defined> equal to no 

less than loot, and notwithstanding any provision hereto tot~

contrary, no signatory may terminate Its obligations hereund~r 

except In accordance with provisions of this Agreement. 

The term of this Agreement shall expire on the termination 

date of the New Hampshire HVDC Support Agreement. 
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Sectton 4 Equtty Sponsor Oualtftcattgn 

A. In order to enhance New Hampshire Hydro's ability to 

finance Its portion of Phase II as required under the 

Massachusetts HVDC Support Agreement and to enhance the credit 

support of certain Supporters under the AC Support Agreement, 

some. or all of th~ New England utilities participating In Phase 

II whose credit ratings are at least one grade above the lowest 

Investment grade have agreed to provide, or to cause their 

designees to provide, credit support for those New England 

utilities participating In Phase II whose credit ratings are 

below Investment grade. NEES and those New England utilities 

or their designees which have agreed to provide this credit 

support are the Equity Sponsors of New Hampshire Hydro under 
thts Agreement. 

B. A Participant under the New Hampshire NVDC Support 

Agreement or its authorized designee qualifies to be an Equity 

Sponsor by having its outstanding long-term debentures rated at 

least one grade above the lowest investllent grad.e rating as of 

September I, 1985. If no long-term debentures are outstanding, 

the ratings used shall be those of such company's most junior 

long-term mortgage or revenue bonds. If no mortgage bonds, 

revenue bonds, or debentures are outstanding, the ratings used 

shall be those of the most junior long-term debt. VELCO shall 

qualify to be an Equity Sponsor if Bat or more of Its common 

stock Is owned by utilities whose debt securities qualify 

pursuant to this subsection 4<8>. 
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For purposes of this Agreement, "one grade above tbe ~ 

lnvest~~~ent grade rating• means a rating equal to the follm=; 

ratings from two of these rating agencies: Standard ·ll'ld F'O:r's 

Corporation - Rating BBB; Moodys Investor Service - Rat1~ 

Baa2; and Duff & Phelps - Rating D&P 9 Cor the equlva1e·nt 

municipal ratings>. 

c. A "designee" shall be authorized to be an Equity 

Sponsor tf It Is a parent company of such Participant and {1) 

tts debt securities meet the appropriate test speclfl~ tc ! 

above, or <II> at least sen of Its consolidated utility 

revenues are derived from subsidiaries whose debt securlth'$ 

meet the appropriate test specified tn B above. <For VELCO. 

each stockholder of VELCO shall be a parent company of Vno.l 
On or before the date of uecutlon of thts Agreement, uc:h 

Participant shall Identify Its designee, If any. 

D. In order that the necessary credit enhancement Is 

provided as speclfted In A above, the qualtflcatlon of eact. 

Equity Sponsor shall be. reviewed by New Ha!Dpshtre Hydro as o!f 

the date that the first equity contributions are to be Rdot t:,· 

such Equity Sponsor. If an Equity Sponsor falls to qualify«· 

·such date, appropriate actlons.and allocations shall be 

Instituted as provided elsewhere In thts Agreement. 

section 5. Equity Shares 

A. Each Equity Sponsor shall have and be charged wltb a 

percentage Interest In all rights and obligations hereunder 

determined In accordance with this Section 5 <which tnterett \s 
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hereinafter referred to as tts "Equtty Share">. All of the 

equtty of New Hampshire Hydro wt11 be owned by the Equity 

Sponsors tn proportion to their Equtty Shares. 

The Equtty Share of each Equity Sponsor shall be computed 

both tntttaJJy and as changed from ttme to ttme In accordance 

with the terms hereof, by New Hampshire Hydro as hereinafter 

provided. Such computations shall be made as of the first day 

of any month In which there Is a change tn the number of Equity 

Sponsors or any change In the Interest of any Equity Sponsor as 

herein provtded. The lntttaJ computation ts to be made as of 

September IS, 1985, and subsequent computations are to be made 

tn any month thereafter In which an Interest Is modified or 

terminated due <t> to the fatlure of a signatory to provtde 

proof that tt ts qualified to be an Equity Sponsor by December 

30, 1985, or (II> to the fatlure to provide Docu~entatlon by 

June 1, 1986, or <ttl> to the failure to be so qualified on the 

date the first equity contrtbuttons are to be made b~ such 

Equity Sponsor, or <1v>. to the operation of any provision of 

this Agreement. All computations shall be ftnal unless there 

ts a manifest error. Such computations of Equtty Sponsors• 

Equtty Shares as Initially calculated and as changed under (f) 

and <It> shall be .. de pursuant to Attachment c. Changes under 

<tit> shall be made pursuant to sectton S<C> below, and changes 

under <tv> shall be made pursuant to the appropriate section 
requiring the change. 

-105-

B. The Equtty Shares on and as of the tnltlal cocq:oatll~~= 

date, and as of the date of subsequent computations un:de·r 

subparts (I) and (11) of the second paragraph of A a.bon. dU 

be calculated as follows:. 

1. 51~ to NEES; and 

2. 4~ apportioned among the other Equ1 ty S·por::sas 

on the basts of the subscription process as 

described 1n Attachment C. 

<Attachment c provides that each Equity Sponsor may sp·rctf'f ill 

maximum percentage of equity and that such maximum shall rr~~:!":r 

In effect until June 1, 1986 or such later dead11ne If e:r.~ 

pursuant to Section 2 hereof.> 

c. On the basts of New Hampshire Hydro's review of tb! 

qualifications of each Equtty Sponsor other than NEES as 0(::. 

date that the ftrst equtty contributions are to be made C, ~

Equtty Sponsor, tf one or more Equity Sponsors are no ~~

qualified under section 4, (I) the aggregate Equity Sharu e! 

such unqualified Equity Sponsors shall first be offered In 

writing by New HaiiiPShlr~ Hydro to all then qua11fled Equfty 

Sponsors other than NEES for voluntary subscription, <11> 

second, any remaining shortfall shall be allocated pro r&tlli 

among such qualified Equity Sponsors not Including NEES l.n 

proportion to their Equity Shares determined as of June 1, 

1986, provided that the aggregate of all Involuntary 

allocations under this Section 4<C> to such qualified EqultJ 
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Sponsors shall not exceed an aggregate Equity Share of lot, and 

further provided that the aggregate of all such Involuntary 

allocations to any such Equity Sponsor shall not Increase such 

Equity Sponsor's Equity Share determined as of June 1, 1986, by 

more than 251 thereof, and Ctlt> finally, any remaining 

shortfalls shall be retained pro rata by such no longer 

quaflfted Equity Sponsors in proportion to their Equity Shares 

determined as of June 1, 1986; provided, however, that NEES and 

all qualified Equity Sponsors may agree to other allocation 

arrangements; and further provided that NEES shall not have an 

Equity Share of less than 51~ unless It so consents. CThe 

above deadlines of June 1, 1986, may be extended to a later 

deadline pur~uant to Section 2 hereof.> 

All offerings above shall be made In accordance with a 

voluntary subscription process as specified In New Hampshire 

Hydro's offering letter, and any oversubscriptions will be 

treated as provided thereto. 

Sectton 6, Relatlpnsbln Ampng Equity Sponsprs 
I 

The rights and obligations of the Equity Sponsors hereunder 

are several, In accordance with their respective Equity Shares, 

and not joint. The rights and obligations of New Hampshire 

Hydro hereunder are also several and not joint with those of 

the Equity Sponsors or any one thereof. There Is no Intention 

to create by this Agreement, or by any grant, lease, license, 

or activity related hereto, an association, joint venture, 

~~~t~{~~;_ ~.-~:.,-"" ~.·., ~>:·~~ >·.·~·.,~··, 

c 
~f 

• I 

.,, 

·. 

trust, or partnership or to impose on New Hampshire H~"ne; ror 

any Equity Sponsor trust or partnership rights or obllga.t\tllliJI'.; 

and any such Implied Intention Is expressly negated. Ex~~ as 

expressly provided In this Agreement, no Equity Sponsor ~~~ 

have by virtue of this Agreement or of any such grant, ltlse, 

license, or activity the right or power to bind any othtr 

Equity Sponsor without Its express written consent. 

Sectlpn 7. Equity Qpntrlbutlon 

A. Under the Massachusetts HVDC Support Agreement, ~ 

Hanpshlre Hydro has agreed to limit Its equity Investment :: ~ 

maximum of 40l of Its total capital as of the effective 4&:!· ~ 

that agreement and has agreed to use Its best efforts to 

continue to limit Its equity Investment to 401 of Its total 

capital during the time that New Hampshire Hydro has 

outstanding debt In Its capital structure. 

New Hampshire Hydro may call from time to time by wrt~ 

notification upon the Equity Sponsors to contribute equity l& 

any of the forms set forth In this Section up to a maxlcua 

aggregate &IIIOunt of $90 1111 Hon, provided that Equity Spon~. 

having 66-2/31 of Equity Shares may agree to Increase thts 

maxlmull aggregate amount: and then a11 Equity Sponsors shall 

contribute such requested amount with each Equity Sponsor 

contributing up to Its Equity Share of the new maximum. Any 

contribution made In response to New Hampshire Hydro's call \:a: 

excess of the maximum aggregate amount, as adjusted from tlae 
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to time, may be made on a voluntary basts by any contributing 

Equity Sponsor, and New Hampshire Hydro will .ake an 

appropriate adjustment In Equity Shares. 

B. During the term of this Agreement, New Hampshire Hydro 

has the option from time to time to call for contribution of 

equity In any of the following forms: 

1. New Hampshire Hydro may offer shares of Its 

common stock to Its Equity Sponsors and each 

Equity Sponsor shall subscribe for and purchase, 

for cash at a price set by New Hampshire Hydro, 

Its Equity Share of the common stock so offered. 

2. After each Equity Sponsor owns common stock of 

New Hampshire Hydro, New Hampshire Hydro may 

request that capital contributions be made, and 

each Equity Sponsor shall contribute to New 

Hampshire Hydro Its Equity Share of the total 

capital contribution so requested. 

C. In order that ~ew.Hampshlre Hydro .. y limit Its equity 

lnvest.ent to a maximum of 401 of Its ·total capital, New 

Ha~shlre Hydro may, at Its option, from time to time, take any 
of the following actions: 

1. New Hampshire Hydro may repurchase for cash Its 

common stock from Equity Sponsors In amounts that 

will not change the relative Equity Shares among 

Equity Sponsors and at a price per share equal to 

... ,.., 

p 

e 
( 

e 
( 

2. 

book value per share at the time of re~·

Each Equl ty Sponsor shall se 11 such COID:IC rt:O. 

to New Hampshire Hydro In the full aMOUnt se 

requested. 

New Hampshire Hydro may return any capital 

contribution previously received from Eqult} 

Sponsors In .amounts that will not chan;t t!'JI· 

relative Equl ty Shares among Equl ty Sponson. 

Each Equity Sponsor shall accept such re~ :f 

capital contribution In the full amount ~ 

returned. 

3. New Hampshire Hydro may pay dividends out cf 

earnings or make liquidating dividends to tt. 

Equl ty Sponsors. 

D. New Hampshire Hydro shall give written notice ~ &3? 

call for contributions of equity under B above to each Ec:i:, 

Sponsor. Such notIce s.hall spec,y the amount to be 

contributed, the form of the contribution, and a date, ~t tsa~ 

thirty days after the date of the notice, that the eqv1ty 1s :: 

be contributed. New Hampshire Hydro will provide annualtr 

estimates of Its equity requirements and estimated dates ~ 

any equity contributions hereunder will be due. New Kuce~'-r 

Hydro shall give written notice of any action to reduc-e 1!3 

equl ty under c above to each Equity Sponsor. Such notke ~ n 

specify the amount and form of the reduction and a date. a: 
least fifteen days after the date of the notice, that t~ 

reduction In equity Is to occur . 
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E. New Hampshire Hydro shall use the proceeds of any 

equlty_contrlbutlon under this Agreement for the sole purpose 

of meeting Its capital requirements under the New Hampshire 
HVDC Support Agreement. 

F. All transactions under 8, up to a maximum aggregate 

amount of $90 million, and under c above shall be subject to 

receipt of all necessary regulatory approvals, and New 

Hampshire Hydro and the Equity Sponsors shall use their best 

efforts to obtain, or to assist In obtaining, these approvals 
In advance of the Effective Date. 

G. New Hampshire Hydro shall have two classes of common 
stock, both of which will have the same preferences, 
qualifications, special or relative rights or privileges, 

except that only one class shall have voting powers. Equity 

Shares allocated to NEES shall be evidenced by voting common 

stock. The Equity Shares allocated to each other Equity 

Sponsor shall, at the option of such Equity Sponsor, be 

evidenced by shares of ~otlng common stock or non-voting common 

stock. Any reallocation of Equity Shares pursuant to section 5 

hereof shall be ·effected In such manner as to Involve the 

Issuance of additional common stock to each Equity Sponsor of 

the class then held by such Sponsor. Such election to take 

voting or non-voting stock shall be made In writing to New 

Hampshire Hydro by December 31, 1985. 

•• 

t;j 

., 
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H. Notwithstanding any provls.lon of this Agreement m ~ 

contrary, prior to the date that New Hampshire Hydro first 

calls for equity contributions from all Equity Sponsors, &il 

equity of New Hampshire Hydro will be owned and contrlbutet! ::,· 

NEES. 

Se~tlon 8. Cash Deficiency Gyarantee 

A. The New Hampshire HVDC Support Agreement provides 

that, If New Hampshire Hydro has, on any Due Date, a Cash 

Deficiency attributed to a Participant, the Participant 

absolutely and unconditionally guarantees to pay Its cash 

Deficiency on demand of Lenders. <The c011111ltment Is made t11 

section 19 of that Agreement.> To provide further credit 

support to New Hampshire Hydro, each Equity Sponsor absoluteiJ 

and unconditionally guarantees to pay Its then Equity Share ct 

the cash Deficiency attributed to any Credit Enhanced 

Participant <as defined In the New Hampshire HVOC Support 

Agreement> with respect to any third party debt financing of 

New Hampshire Hydro that was credit enhanced for such 

Participant, with such amounts to be paid directly on deaand t: 

Lenders, In cash, If for any reason a Credit Enhanced 

Participant falls to pay when due Its Cash Deficiency on d~ 

of Lenders. Each Equity Sponsor agrees that Its obligations 

under this Section shall be continuing, absolute, and 

unconditional and without the benefit of any defense, clala, 

set-off, recoupment, abatement, or other right, existing or 

] 
I 
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future, which an Equity Sponsor may have against the Lenders, 

New Hampshire Hydro, or any other person, and shall remain In 

full force and effect until all of the obligations of New 

Hampshire Hydro to the Lenders have been discharged. 

Each Equity Sponsor hereby waives diligence, presentment, 

- demand of payment, filing of claims with a court In the event 

of merger or bankruptcy of any Lender or New Hampshire Hydro or 

any other Equity Sponsor, protest or notice with respect to 

this guarantee, and covenants that the obligations contained In 

this guarantee will not be discharged except by complete 

performance of the obligations of New Hampshire Hydro to the 
Lenders. 

B. Notwithstanding any other provision contained hereto, 

each Equity Sponsor's obligations under thts Section a shall be 

ll•lted to Its Equity Share of the Cash Deficiency attributed 

to any Credit Enhan~ed Participant with respect to any 

financing of any New Hampshire Hydro that was credit enhanced 
for such Participant. 

c. 
In no event shall the several guarantees of the Equity 

Sponsors attributable to Credit Enhanced Participants for each 

debt financing of New Hampshire Hydro exceed In the aggregate 

351 of the aggregate amount of the obligations relating to such 

financing, provided that Equity Sponsors havtng an aggregate of 

at least SOl of the Equtty Shares may agree to exceed such 35% 

maximum and subject to receipt of any necessary regulatory 

approvals, such agreement shall be binding on all Equity 
Sponsors. •• 

-113-

D. In no event shall Equity Sponsors be required to 

provide guarantees for a Participant with respect to a 

particular third party debt financing of New Hampshire Hydro If 

that would result In Credit Enhanced Participants with respect 

to that and all other outstanding flnanclngs of New England 

Hydro and New Hampshire Hydro having Participating Shares 

exceeding 351 under the New Hampshire HVDC Support Agreement, 

provided that Equity Sponsors having an aggregate of at least 

~Ol of the Equity Shares may agree to exceed such 351 maxi~ 

and subject to receipt of any necessary regulatory approvals, 

such agreement shall be binding on all Equity Sponsors. 

E. Each Equity Sponsor shall use Its best efforts to 

obtain and assist others In obtaining all necessary regulatory 

approvals required for the several guarantees made In this 

Section. 

secttgn 9, Acceptance of participating Shares 

A. In accordance with section 15 of the New Hampshire 

HVDC Support Agreement, If a Participant that Is a Credit 

Enhanced Participant ts, tennlnated by New HaiiiPShlre Hydro as a 

Participant, each Equity Sponsor or Its appointee shill be 

allocated by New Hampshire Hydro Its then Equity Share of the 

Participating Share of such terminated Participant; such 

allocation to be made as of the date of such termination. Each 

Equity Sponsor or Its appointee shall accept such allocation 

from New Hampshire Hydro and shall unconditionally and 
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absolutely assume the rights and obligations associated 

therewith from the date of such allocation. If a Participant 

that was not also a Credit Enhanced Participant Is terminated, 

then acceptance of any allocation shall be voluntary by any 

Equity Sponsor or Its appointee and shall be In accordance with 

New Hampshire Hydro's offer thereof. If required by New 

Hampshire Hydro, any Equity Sponsor or Its appointee assuming 

rights and obligations under the Massachusetts HVDC Support 

Agreement shall execute and deliver any documents necessary to 

effectuate such assumption. If any Equity Sponsor that Is the 

designee of a Participant Is unable to deliver these documents 

to effectuate the assumption, such Equity Sponsor shall take 

all actions necessary for the Participant that so designated It 

as an Equity Sponsor to assume such rights and obligations as 
Its appointee. 

The appointee of NEES shall be New England Power Company. 

The appolntee<s> of any other Equity Sponsor shall be the 

Partlclpant<s> for which such Equity Sponsor was acting as a 

designee. Each Equity Sponsor agrees that If Its appointee Is 

allocated a Participating Share under the New Hampshire HVDC 

Support Agreement, such Equity sponsor shall also allocate to 

It an equal participating share and support share under the 

Massachusetts HVDC Support Agreement and New England Power and 

Boston Edison AC Support Agreements, respectively. 

~ .... ~"' -·~ ~ -.... -

•• 

f) 
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B. Each Equl ty Sponsor sha 11 use 1ts best efforts ·t::: 

obtain and assist others In obtaining all necessary rf9:10lr::r:!' 

approvals required for performance of Its or Its appoln!':ff•t 

commitments made In this Section. 

Section 10. Character of payment Obligations 

The obligations of each Equity Sponsor to make pa,..r:J 

hereunder, and to perform and observe a 11 other agrtHII!·ryt:! a:r 

Its part contained herein, are absolute and uncondltl~i ~ 

shall not be affected by any circumstances, Including. w'l~ 

limitation, <I> any Insolvency, composition, bankruptcy, 

reorganization, arrangement, liquidation or similar PT'OC'I'tlt"".t::p 

relating to New Hampshire Hydro, New England Power ~~. 

Boston Edison Company, the Equity Sponsor, any other EQilt! 

Sponsor, or any afftltate thereof, <tt> any lnvaltdlty or 

unenforceablllty or disaffirmance by New Hampshire Hydro cr ~ 

Equity Sponsor of any provision of this Agreement or any 

failure, omission, delay, or Inability of New Hampshire~~ 

to perform any of Its obligations contained herein, <1~1> ~ 

amendment, extension, or other change of, or any assl~ :r 

encumbrance of any rights or obligations under, this ~~ 

.or any waiver or other action or Inaction, or any exerti~• cr 

nonexerclse of any right or remedy, under or In respect·~ ~$ 

Agreement, or <1v> any Inability of the Equity Sponsor or~~ 

other Equity Sponsor to obtain regulatory approvals for 

financing Its Equity Share of any obligations under this 

,-, .... ~~-
;,.;;::7\1).#:··,.--~ .... . ···"'t;<'':. · . ."_:·· ':I 
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Agreement or for meeting any other obligations under this 

Agreement, It being the Intention of the parties hereto that 

all amounts payable by each Equity Sponsor In respect of this 

Agreement shall begin to be payable and shall continue to be 

payable In all events In the manner and at the time herein 

provide~. In that connection, each Equity Sponsor hereby 

waives, to the extent permitted by applicable law, any and all 

rights which It may now have or which may at any time hereafter 

be conferred upon It, by statute or otherwise, to terminate, 

cancel, or surrender any of Its obligations under this 
Agreement. 

Section 11. Qefautt 

·A. Any of the following events <Events of Default> that 

occur and are continuing are Events of Default: 

<I> An Equity Sponsors shall fall to pay to New 

Hampshire Hydro when due any amount which It has 

agreed to pay under any provision of this 

Agreement, and such failure shall continue for 

more than 15 days after written notice thereof 

has been given to such Equity Sponsor by New 

Hampshire Hydro; or 

<II> Any Equity Sponsor shall fall to supply In 

accordance with the terms hereof any 

documentation required by New Hampshire Hydro In 

connection with financing with Lenders by New 

'',';• ,,, .. ~ ' "-' 

. , 

B. 
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Hampshire Hydro <for VELCO and MMHEC, this 

Includes documentatt~n for their respectlv~ 

contracting electric systems>, and such fal\~ 

shall continue for·more than 30 days after 

written ~otlce of such failure has been giT~~ ~ 
such Equity Sponsor by New Hampshire Hydro; ~ 

<Ill> An Equity Sponsor shall fall to perfon~ any 

other obligation under this Agreement In 

accordance with the terms hereof, and such 

fanure shall continue for more than 30 days 

after written notice thereof has been given t:: 

such Equity Sponsor or any of Its affl11atet t, 

New Hampshire Hydro. 

<tv> Any Equity. Sponsor shall experience an ever.t e! 

default under the Equity Funding Agree~~~ent for

New H.-pshlre Hydro. 

If an Event of Default under Section llA<I> abov~ 

shall have occurred, N~w Hampshire Hydro may, by written DOt\:. 

to each Equity Sponsor, request that the nondefaultlng Eq,rtt} 

Sponsors on a voluntary basts make the overdue payn~~nt to· 1ft 

England Hydro, provided that similar voluntary paYMfnts a~ 

made under the Equity Funding Agreement for New Hampshire ~~~-

C. New Hampshire Hydro or any Equity Sponsor shall bt 

free to Invoke such remedies at law or In equity as .ay br 

deemed appropriate against any Equity Sponsor that defaults 

under this Agreement • 
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Section 12. Restrictions on Transfer of Cptmpn Stock. 

Each Equity Sponsor agrees· that It will not transfer any or 

all of Its common stock of New Hampshire Hydro to any other 

person unless such person Is an Equity Sponsor or meets the 

requirements for-being an Equity Sponsor under sections 48 or 

4C hereof as of the date of such transfer and a similar 

transfer Is made under the Equity Funding Agreement for New 
Ha111pshlre Hydro. 

Se,tlon 13. Dlyldends gn Cgmmpn Stgck 

Any Equity Sponsor may direct New Hampshire Hydro to 

withhold the pa,..nt of a dividend to such Equity Sponsor and 

apply such dividend to reduce the current or the next Support 

Charge payaent required to be made under the New Hampshire HVDC 

Support Agree~ent by such Equity Sponsor or Its appointee. 

Sectlgn 14, Restrictions on Dlytdends. Return pf Capital and 
Repurchase of Qgmmgn Stock 

Any Equity Sponsor which Is In default hereunder pursuant 

to Section 11 Is not entitled to receive any a.ounts from New 

Hampshire Hydro representing such Equity Sponsor's then Equity 

Share of dividends, return of capital, or proceeds from any 

repurchase of common stock until all amounts <Including 

Interest thereon at an annual rate equal to two percent over 

the current Interest rate on prime commercial loans from time 

to tl., In effect at the principal office of the First National 

Bank of Boston> owed by such Equity Sponsor to New Hampshire 
Hydro have been paid. 

c 
l' 
,I 

• 
' 

• t 
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Section 15. Certain Actions of New Hampshire Hydro 

A. New Hampshire Hydro shall not take any of the 

following actions without prior written approval of Equity 

Sponsors having at that time at least Sot of the Equity Shlrtt: 

Cl> Amend New Hampshire Hydro's articles of 

organization or by-laws to adversely affect t=t 

rights of the Equity Sponsors as stock.hold!rs it 

a 11aterlal manner under the Basic Agreements., 

unless such amendment Is required by regul~t\~ 

or law; and 

<II> Merge, consolidate, or sell all or substantltll' 

all of the assets of New Hampshire Hydro not 

otherwise permitted by the New Hampshire HVDC 

Support Agreement. 

B. New Hampshire Hydro shall distribute In a timely 

1111nner to each Equity Sponsor copies of <a> Its annual audltr. 

financial statements, <b> notices of all of Its directors' ~ 

stockholders' meetings <Including any committees thereof>, 1:t 

<c> minutes of all of Its directors' and stockholders' -.etic;~. 

Section 16, Miscellaneous 

A. Successors and Assigns. This Agreement shall be 

binding upon and shall Inure to the benefit of, and may be 

performed by, the successors and assigns of the parties ane 

shall also be binding, Insofar as permitted by law, on any 

receiver or trustee In bankruptcy, receivership, or 

L..,; .. , .. .;,;_~ ..,-., .. '•F ' .y ~· ' ' ",.... ' . I - " '' ,;;. "' .. "' ~~ '< ~· '-:&1 >.-<.:~ ""~ '"" • • ' ' ,., .'"·";,.,". • & 
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reorganization of any party. No assignment of this Agreement 

shall operate to relieve the assignor of Its obligations under 

this Agreement without the written consent of the parties 

hereto. Nrltten notice to all parties will be given prior to 
any assignment hereunder. 

Notwithstanding the above, New Hampshire Hydro may 

collaterally assign this Agreement without the consent of the 

Equity Sponsors In connection with a third party financing by 
New Hampshire Hydro. 

B. Rlqht of Setoff, No Equity Sponsor shall be entitled 

to set off against the payments required to be made by It 

hereunder <1> any amounts owed to It by He~ ~ampshlre Hydro, 

any affiliate of New Hampshire Hydro, or any other Equity 

Sponsor, or <2> the amount of any claim by It against New 

Hampshire Hydro, any affiliate of New Hampshire Hydro, or any 

other Equity Sponsor. However, the foregoing shall not affect 

In any other way any Equity Sponsor's rights and remedies with 

respect to any such amounts owed to It by New Hampshire Hydro, 

any affiliate of New H&Rpshlre Hydro, -or any other Equity 

Sponsor or any such claim by It against New Hampshire Hydro or 
any other Equity Sponsor. 

C. Amendments. Any amendments changing the Equity Shares 

of the Equity Sponsors or the several nature of the obligations 

and rights of the Equity Sponsors hereunder as specified In 

Section 6, shall require consent by all parties. In the event 

I} 

., 

., 
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that an Equity Sponsor Is obligated to acquire ~-:.'!! ~ 

hereunder and does not pay for such Shares, thu ·s;:a. =· 
wtll not be Issued to him and such Equity Sponscr•s ~ 

Share will be reduced accordingly. All other ,.,~ ~ 

this Agreement shall be by mutual agreement of ItA f.lr::a::::;:"' "!:ll 

Hydro and Equity Sponsors ow~lng Equity Shares a~::; ~ 

least 801, evidenced by a written amendment stg~ ~-.. 

Hampshl re Hydro and such Equl ty Sponsors; and Hew: ~ '1t 

Hydro and all Equity Sponsors shall be bound by~ ~ 

amendment. 

D. .tJQtk.u. Except as the parties may othtnr1l:l' ~ 

any notice, request, bill, or other communication rr·r~ 1: 

this Agreement, or the rights, obl tgatlons or perfora::a :!!' 

the parties hereunder, shall be In writing and shl\J t. 

considered as duly delivered when delivered In pers~ :r ~ ~ 

by registered or certified mall, postage prepaid, tc ~ 

respective post office address of the other. parties~ 

following the signatures of such other parties hertte. :r ~ 

other address as MY be designated by written notice c1we c 

provided In this paragraph D. 

E. Goyernlnq Law. This Agreement shall be qot'li"HI!t 1:!' 

and construed and enforced In accordance with the los d ;:.. 

Commonwealth of Massachusetts. 

_:J 
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F. .Qtlw:. 

<1> No action, regardless of form, arising out of this 

Agreement may be brought by any party hereto more than three 

years after the cause of action has arisen. 

<2> In the event that any clause or provision of this 

Agreement, or any part thereof, shall be declared Invalid or 

unenforceable by any court having jurisdiction, such Invalidity 

or unenforceablllty shall not affect the validity or 

enforceability of the remaining portions of this Agreement. 

<3> All provisions of this Agreement providing for 

limitation of, or protection against, liability shall apply to 

the full extent permitted by law, and regardless of fault, and 

shall survive either termination pursuant to this Agreement or 

cancellation. 

<4> Each party shall, upon request of another party, 

execute and deliver any document reasonably required to 

Implement any provision hereof. 

<S> Any number of counterparts of this ~greement may be 

executed and each shall have the same force and effect as the 

original. 

<6> This Agreement, with the other Baste Agreements, 

Preliminary Quebec Interconnection Support Agreement- Phase 

II, the agreements with Hydro-Quebec regarding Phase II, and 

the baste agreements covering Phase I shall constitute the 

entire understanding among the parties and shall supersede any 

and all previous understandings pertaining to the subject 

matter of this Agreement. 

.._.; 
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<7> Terms defined In the Massachusetts HVDC Support 

Agreement and the New England Power and Boston Edison AC 

Support Agreements used In this Equity Funding Agreement shall 

be Incorporated herein as defined In such Agreements unless the 

context Indicates otherwise. 

<B> This Agreement Is the act and obligation of the 

parties hereto In their corporate or governmental capacity, and 

any claim hereunder against any shareholder, director, officer, 

employee, or agent of any party, as such, Is expressly waived. 

IN WITNESS WHEREOF, the signatories have caused this 

Agreement to be executed by their duly authorized officers or 

agents. 

NEW ENGLAND HYDRo-TRANSMISSION 
CORPORATION 

~: --------------------Its 

Address:· 25 Research Drive 
Westborough, MA 01582 

By: --------------------Its 

Address: 
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ATTACHMENT A 

List of Equity Sponsors 

New Hampshire Hydro vlll supply a list of Equity Sponsors 
as of the date of Initial computation and as of each date 
thereafter that the list changes. 

-125-

ATTACHMENT" 8 

Forms of the following documentation: 

1. Opinion of Counsel 

2. Certlfl cate 

3. Incumbency and Signature Certificate 

4. .01 rectors' Vote 

[Please note - governmental entitles may make appropriate 
modifications to these documents to reflect that they are not 
corporations.] 
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[Form of Opinion of Counsel f 

New England Hydro-Transmission 
Electric Company Inc . 

New England Hydro-T;ansmi;slon 
Corporation; or 

New England Power Company 

Gentlemen: 

or Each Utility Participant] 

This opinion Is furnished 1 and delivery by n connection with the execution 
the following Agreements: <the Company> of 

He have acted as counsel to the C 
Participants, In connection with th ompany, one of the Utility 
the Basic Agreements. He part! 1 : :x:cutlon and delivery of 
drafting the Agreements. c PI e n reviewing and/or 

As general [special] co 1 t generally familiar with ltsunse o the Company, we are 
~lvlng the opinion, descrlbea~~~!~:~ns~~f ~pec~al counsel Is 
ave reviewed the proceedings taken b t~ o t e Company.] He 

connection with Its author! t Y e Company In 
the Agreements and any docu~n~~~j execution, and delivery of 
thereunder. He have also on supplied by the Company 
Agreements, have made such'~:~!~'~ exe~~ted counterparts of the 
examined such other records and d nves gatlon, and have 
examination of law and satlsfl d ocuments, and have made such 
matters as we have Geemed rel e ourselves as to such other 
enable us to express the opln:ovnanst atndfnecessary In order to se orth below. 

Based upon and subject to th f qualifications In this opinion 1 oregotng and to the further • we are of the opinion that: 
1 . The Company 1 s existing and In good sta~d~~~por:tlon duly organized, validly 

jurisdiction of Its lncor orat~n er the laws of [the 
OMn Its assets and to tra~sact ~~l,bha: the corporate power to 
engaged, and Is duly uallfl e us ness In which It Is 
Is In good standing u~der th!dl!! a ;orelgn corporation In, and 
which the conduct of Its bustne so theach jurisdiction In 
assets requires such quallflcat~~n~r e ownership of Its 

2. The Company has <and In th the time of execution and deliver e case of the Agreements at 
power, and legal right to executey ~h~reof, had> full corporate 
Agreements, and the com an • 1 ver and perform the 
action to authorize th/ex~c~::o~ak:~ 1 ~11 necessary corporate 
It of the Agreements. • very, and performance by 

~"'~'~U ~:ltill'lfii~~ ~~~:,,, :' •··. [_- "' .. 

' ~ r *'I 

., 

•• 

3. The execution, delivery, and performance by the Company 
of the Agreements do not <a> contravene the Company's [charter 
documents] or by-laws, <b> violate any applicable law, rule, 
regulation, order, writ, judgment, Injunction, decree, or award 
known to us by which the Company Is bound, <c> violate any 
Indenture, Instrument, or agreement known to us by which the 
company Is bound, or <d> result In or require the creation or 
the Imposition of any lien pursuant to the provisions of any 
Indenture, Instrument, or agreement known to us by which the 
Company Is bound. 

4. No authorization, approval, consent, or other action 
by, and no notice to or filing with, any federal, state, or 
other governmental authority or regulatory body which has not 
been obtained or given and Is not In full force and effect Is 
required for the valid and lawful execution, delivery, and 
perforMance by the Company of the Agreements. Cln this 
connection, to the extent It may be required by law, the 
approval of the Massachusetts Department of Public Utilities 
[Connecticut PUC, or other] has been given for the Agreements 
and the Company's performance thereunder by order<s> 
dated , which remains In full force and 
effect.] 

5. The Agreements have each been duly executed and. 
delivered by the Company and constitute the legal, valid, and 
binding obligations of the Company enforceable against It In 
accordance with their respective terms. 

6. No action, suit, proceeding, or Investigation at law 
In equity or by or before any governmental Instrumentality or 
other agency now pending or threatened against or affecting t< . 
company or Its property or rights which, If adversely 
determined, would .aterlally l~alr the ability of the Company 
to perform Its obligations under the Agree~ents Is known to us. 

<>ur opinion that the AgreeMents are enforceable, each In 
accordance with the terms thereof, Is qualified to the extent 
that the enforcement of the rights and remedies created thereby 
Is subject to bankruptcy, Insolvency, reorganization, and 
similar laws of general application affecting the rights and 

·remedies of creditors and secur•d parties, and to the further 
extent that the availability of the remedies of specific 
enforcement, Injunctive relief, or any other equitable remedy 
Is subject to the discretion of the court before which any 
proceeding therefor may be brought. 

Very truly yours, 
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CERTIFICATE 

I, (Insert name>. the Clerk Cor Secretary or other 
principal recording officer> of <Insert name of Utility 
Participant>, a <Insert state of organization> <the "Company"> 
do hereby certify that: 

<I> Attached hereto as Exhibit A Is a true and cor~ect 
copy of a vote duly adopted at a meeting of the Board of 
Directors of the Company, duly called and held on-~-· 
198_, and that such vote and the authority vested thereby have 
not been amended or revoked and are still In full force and effect. 

<2> Attached hereto as Exhibit B Is a true and correct 
copy of the Articles of Organization <or other charter 
documents> of the Company, as amended and In effect as of the 
date of this Certificate. 

<3> Attached hereto as Exhfblt c Is a true and correct 
copy of the By-Laws of the Company, as amended and In effect as 
of the date of this Certificate. 

<4> The persons Cor person> listed on Exhlbft p have been 
duly elected to the offices set forth adjacent to their 
respective names since the first day of June, 1985, and the 
signatures adjacent to their respective names are the genuine 
signatures of said officers. 

IN NITNESS NHEREOE, I have placed my hand and the seal of 
the Company this day of , 198_. 

By ---------------------
Name: 
Title: 

,, 

•• 

CONEIRHATIOH OF INCUMBENcy AND SIGNATURE Of 
CLERK. SECRETARY OR OTHER PRINCIPAL RECQRPIHG OffiCI! 

I <name> <title> of the Company, do hereby certlf! ~~ 
<name'of offl~er executing certificate> fs and a

1
t a1

1
1 ·t·'!"~ 

subsequent to • 198_, has been the du Y e ec :'· 'l:~'i 
<title> of the Company and that the signature adjacent h:i 
<or her> name Is the genuine signature of said officer. 

~-------------------
Name: 
Title: 
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FORM OF PIRECJQRS' VOTE APPRoviNG AGREEMENTS 

~: That In connection with this Company's participation 
In the Phase II expansion of the proposed 
Interconnection between the New England Power Pool 
companies and Hydro-Quebec, the execution and delivery. 
on behalf of this Company by . : ' 
President, of the following agreements: (being ' :; !; 

collectively referred to In this vote as "Agreements"> 
copies of which Agreements have been presented at this 
Meeting, are hereby authorized, approved, ratified, 
and confirmed, and that the officers of this Company 
are further authorized severally to take any and all 
such further actions Including the execution and 
delivery of such further documents, as such officers 
or ·any of them may deem necessary or appropriate In 
connection with the actions and documents authorized by this vote. 

•• 

AUACHHENt C 

Subscription Process fpr Determining 
Equity Shares under Section S<B> 

After allocation of 511 of the Equity Shares to NEES 
pursuant to Section 5<8><1>, the Equity Shares shall be 
allocated to Equity sponsors other than NEES as follows: 

<a> Each other Equity Sponsor shall be entitled to a pro 
rata share of the remainder based on the Participating 
Share of such Equity Sponsor or the Partlclpant<s> 
that has designated It as an Equity Sponsor as a 
percentage of Participating Shares of all other Equity 
Sponsors or such Participants as shown In the New 
Hampshire HVDC Support Agreement. For the purpose of 
this calculation, the Participating Share of each 
Equity Sponsor designated by VELOO shall be deemed to 
be a pro rata share of VELOO's Participating Share 
based on the ratio of such Equity Sponsor's 1980 kwh 
load to the aggregate 1980 kwh load of all Equity 
Sponsors designated by VELOO. 

<b> Upon execution of this Agreement, each other Equity 
Sponsor .. Y subscribe for more or less than Its share 
under <a> above. 

<c> Upon execution of this Agreement, each other Equity 
Sponsor may specify a maximum limit on Its share of 
such re~lnder that vould apply to any allocations 
made on or before June 1, 1986 or such later deadline 
date as Is fixed pursuant to Section 2 hereof. 

<d> If there are no undersubscrlptlons or 
oversubscriptions under <b> above or If the sum of the 
shares under <a> or <b> above for all Equity Sponsors 
equals 1001 of such reMaining shares, then each Equity 
Sponsor shall have a share as deterMined under <a> or 
<b> above. <For the purposes of this attachment, 
oversubscription shall mean, with respect to any 
Equity Sponsor, a subscription under <b> above of more 
than Its share under <a> above. For the same 
purposes, undersubscrlptlon shall mean, with respect 
to any Equity Sponsor, a subscription under <b> above 
of less than Its share under <a> above. The amount of 
such oversubscription shall be equal to <b> minus <a> 
and the amount of such undersubscrlpt!on shall be 
equal to <a> minus <b>.> 

<e> If there are undersubscrlptlons but not 
oversubscriptions or If there are oversubscriptions 
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J. (·~ 
bilt no undersubscriptions, then each Equity Sponsor 
shall have a share as determined under <a> above; 
provided, however, that no Equity Sponsor shall be 
allocated more than tts specified limit under <c> 
above. If the sum of all shares heretofore allocated 
1s less than 1001, any remalnln~ share shall be 
allocated to all Equity Sponsors that have recefved· 
shares less than their limits under <c> above, pro 
rata by the difference between their limits under <c> 
above and their shares as heretofore allocated. 

<f> If the net result of subtracting the aggregate amount 
of all undersubscrtptlons from the aggregate amount of 
all oversubscriptions Is greater than zero, the 
aggregate amount of all oversubscriptions must be 
reduced to the aggregate amount of all 
undersubscriptions. Thts amount shall be referred ·to 
as the total permitted amount of oversubscriptions. 
Each oversubscriber shall initially be allocated a 
share of the total permitted anount of 
oversubscriptions <pro rata by the Participating 
Shares of the oversubscrlbers or their designators ·as 
shown In the New Hampshire HVDC Support Agreement>; 
provided that no oversubscriber shall be allocated, 
more than Its requested amount under Cb> above. Any 
re~~alnlng unallocated portion of the total permlttltcL 
amount of oversubscriptions shall be allocated to alt 
oversubscrlbers that have not yet reached their 
requested amount under Cb> above pro rata by the 
differences between their requested shares under Cb> _ 
above ·and thetr shares as heretofore allocated. 

Cg> If the net result of subtracting the ag;:·egate amount 
of all oversubscriptions fron the aggregate amount of 
all undersubscrlptlons Is greater than zero, the 
aggregate a~unt of all undersubscrlptlons must be 
reduced to the aggregate a~nt of all 
oversubscriptions. This amount shall be referred to 
as the total permitted amount of undersuDscrlptlons~ 
The total permitted amount of undersubscrlptlons shall 
be allocated to the undersubscrlbers pro rata by the 
amounts of their undersubscrlptlons; provided, 
however, that no Equity Sponsor shall be allocated . 
more than Its specified llmtt under <c> above. If the 
sum of all shares heretofore allocated Is less than 
1001, any remaining share shall be allocated ~o all 
Equity Sponsors that have received shares l•ss than. 
their ltmlts under Cc> above, pro rata by the 
difference between their limits under Cc> above and 
their shares as heretofore allocated. 
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<COMPOSITE CONFORMED COPY - as o.mt!o.v.:d) 
Amendment No. 1-May 1, 1986 
Amendment No. 2-February 1, 1987 
Amendment No: 3-June 1, 1987 
Amendment No. 4-September 1, 1987 
Amendment No. 5-August 1, 1988 

PHASE II NEH ENGLAND POHER 

AC FACILITIES SUPPORT AGREEMENT 

Dated as of June 1, 1985 
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PHASE II NEW ENGLAND POWER AC FACILITIES 

SUPPORT AGREEMENT 

This AGREEMENT dated as of June 1, 1985, Is between New 

England Power Company <New England Po~er> and the New England 

utilities listed In Attachment A hereto. Those New England 

utll I ties that ·have executed this Agreement and that meet the 

further conditions for participation hereunder and New England 

Power are hereinafter referred to as Supporters or Individually 

as a Supporter. The Supporters. each of which Is a member of 

the New England Power Pool <NEPOOL>. are sometimes referred to 

collectively herein, but their rights and obligations hereunder 

are several and not joint as described In Section 5 hereof. 

In consideration of the premises, the concurrent eKecutlon 

of the other Basic Agreements hereinafter referred to, the 

mutual covenants hereinafter and therein set forth, and other 

good and valuable consideration, receipt whereof Is hereby 

acknowledged, It Is hereby agreed as follows: 

Section 1. Basic Understandings and PurpQ~e 

Some or all of the Supporters are participants In the 

existing arrangements for the Phase I interconnection planned 

by NEPOOL with Hydro-Quebec, which Is to consist of a ± 450 I:.V 

HVOC transmission line from a terminal at the Des Cantons 

Substation on the Hydro-Quebec system near Sherbrool:.e. Quebec 

to a terminal having an approximate rating of 690 MH at a 

Q, W4JLW 
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substation at the Comerford Generating Statton on the 

Connecticut River <hereinafter referred to as Phase I>. The 

baste arrangements covering the portion of Phase I In the 

United States are set forth tn the New England Power Pool 

Agreement, as amended <the NEPOOL Agreement> and three 

contracts among the participants tn Phase I as follows: 

1. Vermont Transmission Ltne Support Agreement, dated as 

of December 1, 1981, as a~nded, with Vermont Electric 

Transmission Company, Inc. 

2. Phase I Terminal Facilities Support Agreement, dated 

as of December I, 1981, as amended, wtth New England 

Electric Transmission Corporation, and 

3. Agreement Hlth Respect To Use Of Quebec 

Interconnection,- dated as of December 1, 1981, as 

amended, Including the restatement thereof In 

connection with Phase II <the Use Agreement>. 

These Phase I Interconnection facilities are currently under 

construction with completion scheduled during 1-986. 

Htth the completion of arrangements for Phase I and the 

related contracts with Hydro-Quebec, the members of NEPOOL have 

conducted studies of the benefits of an expanded 

Interconnection for NEPOOL with Hydro-Quebec <Phase II> and 

have negotiated with Hydro-Quebec a firm energy <the Phase II 

Firm Energy Contract> arrangement to utilize the expanded 

Interconnection facilities. The results of these NEPOOL 

-3-

studies Indicate that such an expansion of the Interconnection 

capacity will be beneficial to the New England utilities and to 

their respective customers. 

The portion of Phase II In the United States will consist 

of an extension of the Phase I DC transmission ll.ne from the 

proposed term! nus· of Phase I at the Comerford Statton through 

New Hampshire to a site In Massachusetts with additional 

terminal facilities Installed at that site to Increase the 

total .transfer capacity between Hydro Quebec and NEPOOL from 

the 690 MH of Phase I to approximately 2000 MH. Relnforce~nts 

to the existing transmission system of New England Power and to 

certain AC facilities of Boston Edison Company wtll also be 

required. Although about 2 miles of Boston Edison's 

transmission line are covered under this Agreement, Boston 

Edison has the option to have thts line covered under the Phase 

II Boston Edison AC Factlttles Support Agreement. The United 

States portion of the Phase II factltttes wtll be designated as 

pool-planned factltttes tn the same manner as the United States· 

portion of the Phase I factltttes was so designated. 

Each Supporter acknowledges that It has been represented on 

· the Executive and Planning C~tttees of HEPOOL that had 

responsibility for evaluating the feasibility of Phase II and, 

through this representation, actively participated In the 

decision of HEPOOL to go forward with Phase II. Furthermore, 

each Supporter, other than Hew England Power, represents that 
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It made Its own Independent Investigations and Inquiries as It 

deemed appropriate and did not rely upon representations <other 

than those contained In this Agreement and the other Basic 

Agreements referred to hereinafter> of New England Power or Its 

affiliates In deciding to enter Into this Agreement. 

·The sharing of benefits among the New England utilities 

associated with Phase II Is set forth In the Use Agreement. 

The Use Agreement also permits each participating New England 

utility to make Its own entitlement transactions with Hydro 

Quebec and to use the Interconnection for such transactions. 

Each Supporter acknowledges that the benefits of participating 

In Phase II set forth In the Use Agreement are the fundamental 

consideration for Its signing of this Agreement and making the 

significant commitments to each other Supporter specified 

herein. 

All Improvements and reinforcements to Boston Edison 

Company's AC transmission system are covered under the Phase II 

Boston Edison AC Facilities Support Agreement. 

The provisions of this Agreement cover all Improvements and 

reinforcements to New England Power's AC transmission system In 

Massachusetts necessitated by Phase II as described In nore 

detail In Attachment B hereto <the AC Facilities>. 

The provisions of the Phase II Massachusetts Transmission 

Facilities Support Agreement cover the Phase II Massachusetts 

HVDC transmission line and terminal facilities In 

-5-. 

Massachusetts. New England Hydro-Transmission Electric 

Company, Inc. <New England Hydro>, an affiliate of New England 

Power, will build, own, operate, and maintain those 

Massachusetts HVDC transmission facilities. 

The portion of the Phase II HVDC transmission line to be 

constructed In New Hampshire Is covered under the Phase II New 

Hampshire Transmission Facilities Support Agreement. New 

England Hydro-Transmission Corporation <New Hampshire Hydro>, 

an affiliate of New England Power, will build, own, operate, 

and maintain those New Hampshire HVDC transmission facilities. 

In view of the need to formalize the agreements among the 

parties at an early date so that <I> binding commitments with 

Hydro Quebec for Phase II may be made, (II> binding commitments 

for ultimate construction and the flnarclng of the United 

States portion of Phase II may be underta~en consistent with 

the time schedule anticipated by NEPOOL and with the assurance 

that commitments among the New England utilities are In place 

and <Ill> licensing activities may proceed on a schedule that 

enables completion of such construction consistent with the 

time schedule anticipated by NEPOOL, the following agreements 

are concurrently being entered Into <the "Baste Agreements"> 

which collectively set forth rights and obligations with 

respect to the foregoing undertaking: <l>.thls Agreement; 

<2> the Phase II Massachusetts Transmission Facilities Support 

Agreement; <3> an Equity Funding Agreement for New England 
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Hydro; <4> the Phase II New Hampshire Transmission Facilities 

Support Agreement; <S> an Equity Funding Agreement for New 

Hampshire Hydro; <6> an amendment of the Use Agreement, setting 

forth the rights of the Participants In the benefits of Phase 

II; <-7> various amendments to the NEPOOL Agreement relating to 

the sharing of savings, capability responsibilities, and 

transmission arrangements; and <8> the Phase II Boston Edison 

AC Facilities Support Agreement. 

In order to coordinate each Supporter's participation In 

Phase II to the fullest extent possible, each Supporter 

acknowledges that It Is to have the same participating Interest 

under each of these Agreements: this Agreement, the Phase II 

New Hampshire Transmission Facilities Support Agreement, the 

Phase .r Massachusetts Transmission Facilities S••pport 

Agreement, the Phase II Boston Edison AC Facilities Support 

Agreement, and the Use Agreement. Each Supporter acknowledges 

that these Baste Agreements have been drafted with the 

overriding Intent to so coordinate participating interests and 

that, notwithstanding any provision thereof that .ay be 

Interpreted to the contrary, the proper Interpretation of each 

of these Baste Agreements ts to be consistent with such 

overriding Intent. The Equity Funding Agreement for New 

Hampshire Hydro and the Equity Funding Agreement for New 

England Hydro have also been drafted to require actions of 

Equity Sponsors or their appointees affecting such 

. I 

-7-

parttctpattng Interests to be the same under each Equity 

Funding Agreement tn order to also be consistent with such 

overriding Intent. 

Section 2. Conditions Precedent to Effectiveness 

The effectiveness of thts Agreement, and all rights, 

·obligations, and performance of the signatories hereunder, Is 

subject to <a> New England Power and other members of HEPOOL 

serving at least 66 2/3~ of the aggregate kllowatthour load 

served by all NEPOOL members In 1980 <t> having executed this 

Agreement and the other Baste Agreements <except for the two 

Equity Funding Agreements and the amendments to the NEPOOL 

Agreement relating to Phase Ill and <ttl having satisfied the 

conditions precedent set forth below; (b) Equity Sponsors under 

each of the Equl\y Funding Agreements covering 10~ of New 

England Hydro's and New Hampshire Hydro's equity requirements, 

respectively, having executed those Agreements; <c> members of 

NEPOOL having executed the amendments to the NEPOOL Agreement 

for Phase II In order that such amendments may become effective 

tn accordance with the NEPOOL Agreement; and <dl the 

signatories to this Agreement having also signed and supplied 

all required documentation under the Phase II Massachusetts 

Transmission Facilities Support Agreement, the Phase II New 

Hampshire Transmission Facilities Support Agreement, the Phase 

II Boston Edison AC Facilities Support Agreement, the Use 

Agreement, and amendments to the NEPOOL Agreement relating to 

Phase II. 
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By September 15, 1988, each signatory to this Agreement 

shall provide certificates and legal opinions from counsel 

satisfactory to New England Power, together wtth certified 

copies of related resolutions, consents, approvals, 

authorizations, and other documents <Documentation> necessary 

to establish to the satisfaction of New England Power that all 

corporate and regulatory consents, waivers, approvals, 

authorizations and other actions necessary tn connection with 

performance by such signatory of Its obligations under the 

Agreement have been obtained and are In full force and effect, 

that the Agreement has been duly authorized, executed, and 

delivered by such signatory, and that It constitutes a binding 

commitment by the signatory enforceable In accordance with Its 

terms. Forms of Documentadon acceptable to New England Power 

are Included In Attachment C hereto. Prior to signing this 

Agreement, each signatory has provided to New England Power a 

listing of all consents, waivers, approvals, authorizations, 

and other actions required for that signatory to deliver Its 

Documentation. 

Since Vermont Electric Power Company, Inc. <VELCO> and 

Massachusetts Municipal Hholesale Ele~trlc Company <MMHEC> 

represent a number of electric systems, In calculating their 

respective ktlowatthour loads on Attachment A, they are deemed 

to have signed on behalf of those respective systems listed In 

Schedules I or II, respectively. By September 1, 1988, VELCO 
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and MMWEC will provide New England Power with copies of 

contracts with those respective systems which Impose absolute 

and unconditional obligations on such systems to pay their 

proportionate shares of all costs Incurred under this Agreement 

by VELCO or MMHEC, respectively. By that date, VELCO and MMHEC 

-wtrl also provide to New Eng.land Power as part of their 

Documentation certificates, legal opinions <from counsel 

satisfactory to New England Power>, and other documents In form 

and substance satisfactory to New England Power representing 

unconditionally that all consents, waivers, approvals, and 

authorizations have been obtained by their contracting systems 

In connection with each such system's performance of Its 

obligations under Its respective contract with VELCO or MMHEC 

and that each such contract Imposes ,bsolute and unconditional 

obligations on such systems to pay their proportionate shares 

of all costs Incurred under this Agreement by VELCO or MMHEC, 

respectively, and has been duly authorized, executed, and 

delivered and Is a binding commitment of such system 

enforceable In accordance with Its terms. If regulatory 

approvals have not been obtained by September 1, 1988, such 

representations shall be conditioned upon receipt of regulatory 

approvals. VELCO and MMHEC will have until September 15, 1988, 

to receive such approvals and make such representations 

uncondl tiona lly. In order that percentages of part! clpatlon be 

consistent among the Baste Agreements, VELCO and MMHEC shall 

have their contracts with their contracting systems cover the 

necessary commitments for each Baste Agreement. 

I '- ~::,:::J i 

I 

I 

i 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 313 of 732



-10-

All expenses In connection with obtaining and delivering 

any Documentation under this Agreement, Including legal 

opinions, are to be borne by the signatory Incurring such 

expense. New England Power will have no responsibility for any 

expenses Incurred by VELCO and MMHEC In providing Documentation 

for their respective contracting systems. 

In the event that VELCO or MMHEC does not provide such 

contracts and Documentation by the aforementioned deadlines, 

under this Agreement and similar contracts and documentation as 

required by the other Baste Agreements, for all electric 

systems shown on Schedules I or II, their respective 

kllowatthour loads on Attachment A w111 be automatically 

adjusted to equal the 1980 kllowatthour loads of those 

contracting electric systems for which the req~lred contracts 

and Documentation have been provided. Promptly thereafter, New 

England Power will prepare and distribute an appropriately 

modified Attachment A with an additional column showing Support 

Shares for all Supporters and modified Schedules I and II. 

Any signatory, that Is unable to provide all Documentation 

by the applicable deadlines required by this Section 2 and all 

similar documentation as required by the other Baste Agreements 

or that falls to obtain any regulatory approval required to 

deliver such Documentation by the appltcabie deadlines, will 

not be a Supporter under this Agreement and will not have any 

rights and obligations hereunder after the date of such 

-11-

deadline. All obligations of New England Power hereunder are 

subject to all regulatory approvals necessary for It to charge 

the supporters tn accordance with the terms of this Agreement 

having been obtained and no longer subject to appeal. 

New England Power by written notice to all signatories may 

extend any deadline date specified In this Agreement to a later 

date, provided that any extension for longer than six months 

requires the consent of signatories that would have an 

aggregate Support Share of 66-2/lt. 

Section 3. Effectlye pate and Term 

This Agreement shall become effective <the Effective Date> 

upon the last to occur of the following dates: 

<I> the date that members of NEPOOL <Including New 

England Power> serving at least 66 2/3~ of th~ 

aggregate ktlowatthour load In 1980 served by NEPOOL 

members have satisfied all conditions precedent to· 

effectiveness set forth In Section 2; 

<II> the date that New England Power shall give written 

notice to all other Supporters that It has 

determined <such notice to be promptly given upon 

such determination> that all regulatory approvals 

necessary for It to charge the Supporters In 

accordance with the terms of thl's Agreement have 

been obtained and are no longer subject to appeal; 

and 
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<Itt> the date that the last of the other Baste Agreements 

<excluding the Use Agreement> becomes effective or 

would become effective but for a condition that tts 

effectiveness Is subject to this Agreement becoming 

effective. 

Upon execution and delivery of the Agreement by New England 

Power and other members of NEPOOL serving at least 66 2/Jt of 

the aggregate kllowatthour load tn 1980 served by NEPOOL 

members, and notwithstanding any provision herein to the 

contrary, no signatory may terminate Its obligations hereunder 

except In accordance with provisions of this Agreement. 

The term of this Agreement shall expire on the later of <t> 

thirty years from the Date of Full Support Payment as defined 

In Section 14, or <II> the date that the Phase II Massachusetts 

Transmission Facilities Support Agreement and the Phase II New 

. Hampshire Transmission Facilities Support Agreement <the Phase 

II HVOC Support Agreements> ultimately terminate taking tnto 

account any optional renewal term. If all regulatory approvals 

authorizing New England Power to charge the Supporters tn 

accordance with the Support Charge described tn Section 13 

hereof are not received by June 1, 1986, New England Power may 

thereafter elect to terminate this Agreement by notice In 

writing to the Supporters. 

Section 4. Supoort Shares 

A. Allocation. Each Supporter shall have and be charged 

with a percentage Interest In all of the rights and obligations 

-13-

of the Supporters hereunder determlhed tn accordance with this 

Section 4 <which Interest ts hereinafter referred to as Its 

"Support Share">. 

The Support Share of each Supporter shall be computed both 

Initially and as changed from ttme to time In accordance with 

the terms hereof by New England Power as hereinafter provided. 

such computations shall be made as of the first day of any 

month In which there Is a change In the number of Supporters or 

any change In the Interest of any Supporter as herein 

provided. The Initial computation Is to be made on or before 

the Effective Date and subsequent computations are to be made 

In any month thereafter as of the first day of each month In 

which an Interest Is modified or terminated pursuant to any 

----provision hereof. All computations shall be final unless there 

Is a manifest error. 

a. The Support Share of each Supporter, on and as of the 

Initial computation, will be equal to Its Participating Share 

at the time of calculation under the Phase II Massachusetts 

Transmission Facilities Support Agreement. 

c. In the event that a Credit Enhanced Supporter <as 

defined In Section 13> Is terminated hereunder after Its 

Initial Support Share Is determined under Section 48 and the 

Phase II HVDC Support Agreements continue In effect at the time 

of such termination. the Support Share for each Supporter will 
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be equal to Its Participating Share at that time under the 

Phase II Massachusetts Transmission Facilities Support 

Agreement reflecting any reallocation on account of the 

terminated Supporter's termination of participation 

thereunder. If Equity Sponsors under the Equity Funding 

Agreements or their appointees are allocated Participating 

Shares under the Phase II HVDC Support AgreeMents, the Equity 

Funding Agreements provide that the Equity Sponsors or their 

appointees will become Supporters hereunder and shall execute 

appropriate documentation. 

D. In the event that a Credit Enhanced Supporter <as 

defined In Section 13> Is terminated hereunder after Its 

Initial Support Share Is determined under Section 48, and the 

Phase II HVDC Support Agreements are terminated at the time of 

such termination, the Support Share for such terminated Credit 

Enhanced Supporter will be reallocated In accordance with the 

Equity Funding Agreements. If Equity Sponsors under the Equity 

Funding Agreements or their appointees are to be allocated 

Support Shares, the Equity Funding Agreements provide that the 

Equity Sponsors or their appointees will become Supporters 

hereunder and shall execute appropriate documentation. 

E. Notwithstanding any provision ~ Section 4 A through o 
to the contrary, no reallocations under cor o above shall be 

made In the event of a default In any payment under Sections 17 

or 18. 

-15-

F. In the event that the Support Share of a terminated 

supporter cannot be allocated under ·c above and the Phase II 

HVDC Support Agreements are In effect at the time of such 

termination, one or more Equity Sponsors or their appointees 

<as defined under the Equity Funding Agreements> may elect to 

Increase their respective Support Shares by the Support Share 

of such terminated Supporter, provided that an equivalent 

election Is made under the Phase II HVDC Support Agreements and 

the Phase II Boston Edison AC Facilities Support Agreement In 

order that support percentages hereunder are consistent 

therewith. If a Participant which Is not an Equity Sponsor or 

an appointee of an Equity Sponsor accepts a voluntary 

allocation of participating shares under the Phase II HVDC 

Support Agreements, an equivalent allocation of the Support 

Shares of a terminated Supporter hereunder and under the Phase 

II Boston Edison AC Support Agreement shall be made. In the 

event that the Support Share of a terminated Supporter cannot 

be allocated under D above, and the Phase II HVDC Support 

Agreements are terminated at the time of such termination, one 

or more Equity Sponsors or their appointees <as defined under 

. the Equity Funding Agreements> _may elect to Increase their 

respective Support Shares by the Support Share of such 

terminated Supporter. New England Power shall, by written 

notice to each Equity Sponsor, offer the Support Share of such 

terminated Supporte~ on a voluntary basts to the Equity 
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Sponsors or their appointees In accordance with a subscription 

process described In New England Power's offering letter, 

provided that If such Support Share Is not so completely 

allocated, then New England Power will offer such unallocated 

Support Share as provided In Section 168<11> hereof. 

Section 5. Relatlonshjp'.arnonq Supporters 

The rights and obligations of the Supporters hereunder are 

several, In accordance with their respective Support Shares, 

and not joint. The rights and obligations of New England Power 

hereunder are also several and not joint with those of the 

other Supporters or any one thereof. There Is no Intention to 

create by this Agreement, or by any grant, lease, license, or 

activity related hereto, an association, joint venture, trust, 

or partnership or to Impose on New England Power or any other 

Supporter trust or partnership rights or obligations; and any 

such Implied Intention Is expressly negated. Except as 

expressly provided In this Agreement, no Supporter .shall have 

by virtue of this Agreement or of any such grant, lease, 

license, or activity the right or power to bind any other 

Supporter wl thout Its express written consent. 

Section 6. oeslgn and Construction of the AC facll!tles 

New England Power shall be responsible for the design, 

engineering, procurement, Installation, and all other aspects 

of the construction of the AC facilities, and any modifications 

or additions made to the AC facilities at any time before or 

f the Ac Fac ilities, all In accordance with after completion o 

good utility practice. In carrying out these activities, New 

England Power may utilize the services of Its affiliates and 

may also select and employ a financial adviser, legal counsel, 

design engineering firm, a construction engineering firm, 

consultants, and such other firms as It considers desirable. 

To the extent services are performed by an affiliate of New 

England Power, such affiliate will charge on the same basis 

that It would charge Its costs to other affiliates pursuant to 

the rules and regulations of the Securities and Exchange 

commission <SEC> under the Public Utility Holding Company Act 

of 1935 <the 1935 Act>. 

New England Power shall not commence construction of the AC 

Facilities until so authorlzPd by Supporters <Including New 

England Power> having at least 66-2/3 of the Support Shares. 

The date of commencement of construction of the AC Facilities 

shall mean the first firm commitment In excess of $5 million 

for procurement or construction of the AC Facilities. 

New England Power Intends, consistent with good utility 

practice, to construct the AC Facilities on a. schedule 

consistent with the commercial operation of Phase II by 

September 1, 1990. However, New England Power does not 

represent that construction will be completed by such date or 

any other date. 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 317 of 732



-18-

Section 7 Operation and M I a ntenance of the AC f N E acl!!tJe..i 
ew ngland Power shall be responsible d for the operation 

an maintenance of the AC Facilities In accordance with gOOd 

New England Power shall use It b utility practice. 
to coordinate th s est efforts 
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-19-

Agreements are terminated, New England Power, no less than 60 

days before the effective date of termination of the Phase II 

HVDC Support Agreements <as such date Is defined therein>, 

shall request, In writing, that each Supporter respond to New 

England Power, In writing, within 30 days as to whether It 

desires the continued construction and/or operation of the AC 

Facilities, other than the AC Facilities described In Item 

number 4 to Attachment 8 hereto. Failure to respond within 

such 30-day period by a Supporter shall be deemed to be an 

election by such Supporter to continue. If Supporters other 

than New England Power with Support Shares aggregating Sot or 

more respond that they desire to discontinue further 

construction and/or terminate operation of AC Facilities, the 

lnvestme.~t In AC Facilities with respect to such 'C Facilities 

<other than those described In Item number 4 to Attachment B 

hereto> shall be limited to those costs previously Incurred or 

committed by New England Power or which are necessary to 

restore the right-of-way or other facilities to their original 

condition consistent with good utility pract~ce. 

If Supporters other than New England Power with Support 

Shares aggregating less than Sot respond that they desire to 

discontinue further construction and/or terminate operation of 

such other AC Facilities, New England Power Company shall 

continue to construct and/or operate all of the AC Facilities 

and all Supporters shall continue to be bound by this 
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Agr~ement. However, any Supporter electing not to continue may 

terminate Its participation hereunder upon payment of Its share 

of the net Investment In the AC Facilities, provided that the 

other Supporters voluntarily agree to support loot of the costs 

of the AC Facilities hereunder after such payment. If the 

other Supporters do not so agree to support 1001 of such costs, 

then construction shall be discontinued and/or operation 

terminated of the AC Facilities as though Supporters other than 

New England Power with Support Shares aggregating sot or more 

responded that they so desired to discontinue and/or terminate. 

Notwithstanding any provision of this section a to the 

contrary, In the event that the Phase II HVDC Support 

the 
Agreements are terminated and construction has commenced on 

portion of the AC cacllltles described In Item number 4 to 

Attachment B hereto or such AC Facilities have commenced 

operation, New England Power may continue such construction 

and/or operation and If It continue~ shall do so In a Manner 

consistent with good utility practice recognizing the desire of 

the Supporters to minimize costs. 

Section 9, New England power Relationship to supoorter~ 

In carrying out Its responslbllltl•s hereunder, New England 

Power agrees that It shall use Its best efforts to act for the 

collective benefit of all Supporters, to Include In Its 

contracts with Independent contractors the customary provisions 

for assuring professional and workmanlike performance, 
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Including warranties, Insurance coverage and other protections 

. consistent with good utility practice, and to enforce Its 

rights under such contracts against the other contracting 

parties to the extent reasonable, reserving the discretion to 

settle claims on a reasonable basts. All costs of 

construction, Including damages caused by the risks of 

negligence <other than gross negligence> and other risks of 

construction In excess of the recoveries obtained from 

offending .parties or Insurers, shall be Included as part of 

Investment In the AC Facilities <as defined In Section 13 

below> and all costs of operating the AC Facilities, Including 

damages caused by risks of negligence <other than gross 

negligence> or other risks of operation In excess of any 

recoveries obtained from off~nd!ng parties or Insurers, shall 

be Included In New England Power's operating costs <as defined 

In Section 13 below>. 

Section 10. payment for preliminary eosts 

New England Power agrees to pay those New England utilities' 

for costs Initially paid by them that <I> were related to the 

AC Facilities Incurred under the Preliminary Quebec 

Interconnection support Agreement - Phase II <the Preliminary 

Agreement>, and <It> that are determined by New England Power 

to be capitalizable costs of the AC Facilities, In accordance 

with the Uniform System <as defined hereinafter In Section 

13 >. Within ninety days after the Effective Date, New England 
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Power agrees to make the payment with Interest calculated from 

the original date of payment using the monthly average rate on 

one month commercial paper as published In the Federal Reserve 

Bulletin for each month during such time period. 

Section II. Transmission of Power 

A. The AC Facilities are expected to be part of at least 

two transmission Interfaces of NEPOOL <AC Facilities 
Interface>. These Include: 

I. The transmission Interface between substations at 

Sandy Pond and Millbury <Interface A>; and 

2. The transmission Interface between substations at 

Millbury and Hest Medway <Interface B>. 

Based on studies to be performed from time-to-time, HEPOOL will 

periodically determine the share of th~ Interface transfer 

capability that the AC Facilities have contributed to each of 

the Interfaces, allocated on an appropriate basis consistent 

with NEPOOL practice at the time <AC Facilities Interface 
Transfer Capability Share>. 

Each Supporter shall have a right to the delivery of power 

over each Interface In an amount equal to Its. Support Share of 

the AC Facilities Interface Transfer Capability Share for that 

Interface at the time <Supported Transfer Capability Share>. 

The aggregate of the Supported Transfer Capability Shares Jess 

any portion of a Supporter's Supported Transfer Capability 

Share which Is required for Its specific entitlement 

-23-

dro-Quebec shall be available for the 
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either with all facilities In service or with, one or more out 

of service, the total of the Supporters' share of any costs 

associated with the use of the Interface for Phase II Firm 

Energy Contract transfers or Hydro-Quebec entitlement 

transactions during any hour that the restriction exists shall 

be determined In accordance with Attachment G hereto a~d shall 

be chargeable to the Hydro-Quebec Phase II Savings Fund or to 

Individual Supporters who had Hydro-Quebec entitlement 

transactions during the hour the restriction occurred. 

There may be a restriction and resultant sharing of costs 

on one AC Facilities Interface without there being any 

restrictions on other AC Facilities Interfaces. To the extent 

that the transfer capability of any of the AC Facilities 

Interfaces Is restricted, Hew England Power's obligation t~ 
deliver power under Section II shall be appropriately reduced 

.during the duration of the restriction. 

B. In accordance with NEPEX procedures, prompt 

notification of the existence and magnitude of any such 

restriction will be made. All computations of the amount of 

restriction of the transfer capability of Interface A orB or 

any other Interface shalt be made by NEPEX and shall be final 

unless there Is a manifest error. NEPEX shall make all 

computations of the sharing of the costs of such restriction 

which shall be final unless there Is a manifest error. 

-25-

Section 13, Support Charge 

Commencing with the month In which the Date of Full Support 

Payment occurs <as defined In Section 14) and In each month 

thereafter, each Supporter shall pay In accordance with Section 

14 Its Support Share of a monthly Support Charge In an amount 

determined in accordance with this Section 13, plus a Credit 

Enhancement Charge as calculated In accordance with Attachment F. 

The Support Charge shall be equal to New England Power's 

total supported cost of service related to the AC facilities for 

such month. The "total supported cost of service related to the 

for any month commencing with the month In which AC Fac11 itles" 

the Date of full Support Payment occurs shall equal <A+ B> 

where: 

A • the Monthly Fixed Costs as determined In accordance with 

Attachment D; and 

B • the Monthly Operating Costs as determined In accordance 

with Attachment E. 

All costs Included In the total cost of service related to 

the AC Facilities shall be In accordance with the Uniform System 

of Accounts prescribed by the Federal Energy Regulatory 

Commission, as from time to time In effect. 

If a Support Charge payment under Section 14 Is to be 

calculated from a date other than the first day of a month, an 

appropriate proration of 

such payment only. 

"A" and "B" above shall be made for 
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On the fifteenth day of each month, New England Power will 

promptly pay to each Equtty Sponsor its pro rata share of the 

Credit Enhancement Charges received through the preceding month. 

Sectton 14. Payments 

Commencing on or about the date that the AC Factlttles are 

completed and ready for service <Date of Full Support Payment> 

and for each month thereafter, New England Power ~Ill render to 

each other Supporter an I nvol ce for tts Support Share. of the 

Support Charge for such month calculated on an estimated basts 

for the current month and subject to corrective adjustment In 

subsequent months. Unless New England Power Is prevented by 

circumstances beyond Its reasonable control, New England Power 

shall use Its best efforts to render final bills within two 

years after the end of the calendar year In which the estimated 

bill was rendered. New England Power will also render to each 

Supporter an lnvoiGe or notice for tts Support Share of any 

amounts due under this Agreement <other than monthly Support 

Charges> Including but not limited to payments to be made under 

Sections 16, 17, 18, and 190. 

Each Supporter shall promptly pay to New England Power the 

amount shown on any Invoice submitted under thts section. Hew 

England Power will date and mall Its monthly Invoice for Support 

Charge on or about the 25th day of the month for the coming 

month and this Invoice shall be due and payable by the 15th day 

of the coming month and If not paid wtthln that ttme pertod 
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d d thly from the first day of the shall bear Interest compoun e mon 

month in which payment Is due to the date when payment ls made 

at an annual rate equal to two percent <2%> over the current 

Comme rcial loans from time to time In Interest rate on prime 

effect <the Base Rate> at the principal office of The First 

National Bank of Boston. 

t d under this Agreement Any invoice or notice for payrnen s ue 

<other than a monthly Support Charge Invoice) that Is not paid 

• when due shall bear Interest compounded monthly from the mailing 

to the date when payment Is made at an date of the Invoice 

annual rate equal to two percent <Z~> over the Base Rate at the 

principal office of The First National Bank of Boston. 

Recognizing the need to provide additional financial 

Induce ~ew England Power and the Supporters to security to " 
undertake the substantial obligations of this AgrQernent, each 

Equity Sponsor has agreed in the Equity Funding Agreement to 

st of Ne~ England Power a proportionate pay, promptly upon reque . 

Invoice Or notice rendered to a Credit Enhanced share of any 

Supporter <as defined In Attachment f) under Section 14 <other 

than one for payments to be made under Sec:t1ons 17 ~~~d 18) t:hlth 

remains unpaid for ninety days after the mailing date of the 

Invoice. New England Power may render to each Equity Sponsor an 

Invoice for tts proportionate share, calcuiated as if 

Su··h nonpaying Credit Enhanced Supporter had participation of -
been terminated and appropriate re~llocatlon had been made under 
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Section 4, of the amount of such unpaid Invoice or notice plus 

accrued Interest thereon calculated at New England Power's short 

term borrowing rate or, If New England Power has no short term 

borrowings, at the Base Rate defined above. 

All further Invoices or notices as provided In the 

preceedlng paragraph shall be telecopled or delivered by 

overnight courier and shall be paid within 15 days of the date 

thereof. If not paid within that time period, Interest shall 

accrue on the unpaid balance from the date thereof at the rate 

of 2~ above the Base Rate as specified In this Section 14. In 

the event that any such Invoice or notice remains unpaid for 15 

days after Its date, New England Power may render to those 

paying Equity Sponsors further Invoices or notices as specified 

above and subject to the provisions of Section 4E until all 

amounts due are paid. To the extent that any Equity Sponsor 

pays to New England Power any amount due pursuant to the 

preceding paragraph, It shall be subrogated to the rights of New 

England Power to recover from the nonpaying Supporter the excess 

It paid to New England Power with Interest at the rate of 21 

above the Base Rate as specified In this Section 14. 

Since New England Power Is also a Supporter, New England 

Power will bear Its Support Share of the payments due hereunder 

without the need to Issue an Invoice or notice to 1tse1f. 
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llty condition, es • d f ct In the qua • not limited to any e e 11 or 
any loss of use of, a tlon or fltn(SS for use of, or 

opera • llltles <lv> any Interruption or t of the AC Fac • 
any par b New England Power of, or 

th use or possession Y 
prohibition of e t title or otherwise of 

session by paramoun 
any ouster or dlspos t f the AC Facilities, or 

all or any par 0 
New England Power from. I by any governmental 

h such use or possess on 
any Interference wit <v> any 

or otherwise, authority or other person 
agency or ecessary license 

the AC Facilities because an 
Inability to use t 1 d or Is 

bllc authorization cannot be ob a ne or other necessary pu . or 
the utilization of such a license ked or because h e 

revo • lfled conditions whlc ar 
Is made subject to spec authorization 

Invalidity or unenforceablllty or not met, <vi> any 

I 
! 
; 

i 
f;,: 
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disaffirmance by New England Power or any other Supporter of any 

provision of this Agreement or any failure, omission, delay, or 

Inability of New England Power to perform any of Its obligations 

contained herein, Cvll> any amendment, extension, or other 

change of, or any assignment or encumbrance of any rights or 

obligations under, this Agreement, or any waiver or other action 

or Inaction, or any exercise or nonexerclse of any right or 

remedy, under or In respect to this Agreement, <viii> any 

Inability of any Supporter or any other Supporter to obtain 

regulatory approvals for financing Its Support Share of any 

obligations under this Agreement or for meeting any other 

obligations under this Agreement, or <lx> any Inability to 

start, complete, or use the AC Facilities due to any other 

circumstance, happening, or tvent whatsoever, whether 

foreseeable or unforeseeable and whether siMilar or dissimilar 

to the foregoing, It being the Intention of the parties hereto 

that all amounts payable by each Supporter In respect of this 

Agreement shall begin to be payable and shall continue to be 

payable In all events In the manner and at the tiMe herein 

provided; provided, however, that nothing In this Section 15 

shall <a> prevent a Supporter from transferring Its Interests 

and obligations hereunder to another Supporter prior to the 

Effective Date, or Cb> Impose any continuing liabilities or 

obligations on said transferring Supporter with respect to this 

Agreement Incurred or relating to the period of time after said 

transferring Supporter's Support Share ha~ been reduced to 

-31-

lves to the each Supporter hereby wa ' In that connection, 
zero. and all rights which It 
extent permitted by applicable law, any 

hlch may at any time hereafter be conferred may now have or w 
t rmlnate, cancel, or It by statute or otherwise, to e 

upon • A reement, and 
f Its obligations under this g 

surrender any o this Agreement shall 
. . reason whatsoever • agree's that \f' for- any 

In part by operation of law or be terminated In whole or 

otherwise, each Supporter will 

England Power amounts as required 

nonetheless promptly pay to New 

by Section 16 of this 

Agreement. 
f the above payment Notwithstanding the character o 

t roceeds from a total taking of the AC bllgatlons when the ne P In 
o ' from 1 nsurance In an eminent domain proceeding or 
Facilities AC Facilities have been 

t destruction of the the event of comple e 
In an amount equal to or greater 

received by New England Power then no 
then due hereunder from the Supporters, than the amounts 

payment shall be required. 

section 16. pefault ) shall 
- <Events of Default A. If any of the following events 

occur and be continuing: 
d p r shall fall <I> a Supporter other than New Englan owe 

to New England Power when due any amount to pay 

agreed to pay under any provision of which It has 

t and such failure shall continue for thl s Agreemen • 

more than 15 days after written notice thereof has 

to Such Supporter by New England Power; or been given 

l 
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<It> a Supporter other th N an ew England Power shall admit 

Cit f) 

(IV) 

In writing Its Inability to pay Its debts, or shall 

make a general assignment for the benefit of Its 

creditors; or any proceeding shall be Instituted 

against a Supporter other than New England Power 

<and Is not dismissed within sixty days), or by a 

Supporter other than New England Power, seeking to 

adjudicate It a bankrupt or Insolvent, or seeking 

reorganization, arrangement, adjustment, or 

composition of It or Its debt und er any law relating 
to bankruptcy, Insolvency or reorganization or 

relief of debtors or seeking appointment of a 

receiver, trustee, or other similar official for It 

or for any substantial part of Its pr~~erty; or If a 

Supporter other than New England Power shall take 
any action to authorize any of the actions set forth 
above In this subsection <II>· o • r 

a Supporter other than New England Power shall fall 
to perform any other obligation under this Agreement 
In accordance with the term~ hereof, and such 

failure shall continue for more than 30 days after 
written notice thereof has been given to such 

Supporter by New England Power; 'or 

a Supporter other than New England Power shall 

experience an event of default under any of the 

other Baste Agreements or under any of the baste 

agreements for Phase I listed In th fl e rst paragraph 
of Section 1; t 
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then, and In any such event, In addition to any other rights or 

remedies that It may have against such Supporter by reason 

thereof, New England Power shall, by written notice to such 

supporter, terminate as of the date of such Event of Default, 

all rights of such Supporter under this Agreement; provided, 

however, that In no event sh~ll New England Power terminate a 

defaulting Supporter under this Section 16 If planning or 

construction of the AC Facilities Is terminated or cancelled 

under section 17 or the AC Facilities are permanently shutdown 

under Section 17 or termination under Section 18 occurs <since 

no reallocation of Support Shares Is required In such events>. 

New England Power may with the approval of Supporters 

(Including New England Power> having 66-2/lt or MOre of the 

Support Shares walv.- any Event of Default hereunder or grant 

extensions of time to cure any Event of Default. 

B. Immediately upon termination of the rights of a 

Supporter pursuant to A above: 

(I) If such defaulting Supporter was a Credit Enhanced 

Supporter as of the date of the Event of Default, 

then New England Power shall allocate the Support 

Share of the defaulting Supporter to Equity Sponsors 

or their appointees In accordance with Section 4C or 

0 hereof; or 

<II> If such defaulting Supporter was not a Credit 

Enhanced Supporter as of the date of the Event of 

Default or the Support Share of the defaulting 
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• Supporter cannot be allocated under Section 4C or D 

hereof, then New England Power shall offer the 

Support Share of such defaulting Supporter to Equity 

Sponsors or their appointees In accordance with 

Section 4F hereof; provided that, If such Support 

Share Is not so completely allocated, then New 

England Power will offer such unallocated Support 

Share to any Supporter whose most junior long term 

debt securities are then rated at least one grade 

above Investment grade or, If not so rated, who has 

obtained the consent of New England Power and 

Supporters, Including New England Power, then having 

66-2/Jt or more of the Support Shares <such offer 

and allocation to La made In accordance with Section 

4F hereof>; and provided further that such Equity 

Sponsors, or their appointees or Supporters 

receiving such an allocation accept an equal 

participating share under the Phase II HVDC Support. 

Agreements and the Phase II Boston Edison AC 

Facflltles Support Agreement; and 

<Ill> the defaulting Supporter shall pay to New England 

Power, In addition to any other amounts due under 

any provisions of this Agreement, an amount equal to 

Its Support Share of the Investment In the AC 

Facilities <Including any cost of removal and 

disposal) less any depreciation and amortlzatron 

relating to the AC Facilities to the date of such 

I credit any amounts New England Power wll 
payment. ed by New England 

d <less any costs lncurr 
so receive t the depreciation 

to such default> o 
Power relating F llltles. 

for the AC ac d amortization accounts 
an y Supporter sha 11 be free to 

1 d Power or an 
c. New Eng an In equity as may be deemed 

Such remedies at law or 
Invoke that defaults under this 

I t any Supporter appropriate aga ns 

Agreement. 1 Cancellation, or 
1 Termlnat on, --0 lay Susoens on ~ lZ.e Facilities 

Shutdown of the AC t lnes that continued 
lme New England Power de erm 

If at any t f the AC Facilities Is 
tructlon, or operation o 

planning, cons E land Power deems 
reason New ng not advisable for any I te or 

restrict, suspend, term na 
1 ate It may de 1 ay' 

1 
or shut 

appropr • terminate operat on, 
1 nlng or construction, cancel P an 

the AC Facilities down. f the AC Facilities Is to· 
or construction o 

If <I> planning F llltles are to be 
Cancelled, or <II> the AC ac h be t erm! na ted or ll 1 v~ eac 

E gland·Power sha 9 ~ h tdown then New n I 
permanently s u • days advance written not ce 

less than ninety (90> 
Supporter not 11 pay to New England 
of any such event. Each Supporter sha . 

Power within not less than ninety (90> days of New England 

Power's notice thereof an amount, as !.fled In such notice spec . 

and calculated as of 
al to the sum of such date of payment, equ 

t Share of the Investment 1 ts Supper 
amortization to the depreciation and 

In AC Facilities <less any 

date of payment> together 
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with all costs relating t o or resulting from such termination 

cancellation or permanent shutdown, Including without • 

llml tatlon any c t os s of total or partial demolition and 

disposal of the AC Facllltl es net of any actual salvage value 
received by N E - ew ngland Power Including the 
sale. proceeds :rom any 

If because of serious financial constraints New England 
Power determines that It cannot continue construction of the AC 
Facilities, New England Power has the right to request 
contributions In aid f o construction from the S s t upporters If 
uppor ers <of which New E 1 . ng and Power shall be one) having at 

least 66-2/3 of th 5 e upport Shares agree to make the 
contributions then all S requested 

• upporters, Including New England 

Power, shall make such payments In accordance wltl S 
and New E 

1 
' ectlon 14, 

ng and Power will credit th 
to the e amount of such payments 

- Investment In AC Facllltl 
least 66-2/3 of the S es. If Supporters having at 

upport Shares do not so agree to m 
requested contributions then N E ake the • ew ng 1 and Power may t I 
construction of th AC erm nate 

I 
e Facilities In accordance with the 

mmedlately preceding paragraph. 

If Supporters other than New England Power Comp 
aggregate Support Shares of Sat any with 

or more do not agree with 
England Power's decision t t New o ermlnate or cancel construction of 
the AC Facilities under this Section 17 other than a 

termination made pursuant to the Immediately preceding 

I 
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paragraph, New England Power shall, 'upon receipt of the full 

amounts due pursuant to this Section, undertake to permit one 

or more Supporters, as designated by such Supporters with 

aggregate Support Shares of Sot or more, to continue 

construction of the AC Facilities and to use and operate the AC 

Facilities upon completion of construction for the remaining 

term of this Agreement. 

Section 18. Termination by New England Power 

If at any time New England Power elects and so notifies In 

writing all other Supporters that, as a result of a default 

under Section 16, the Support Share of a terminated Supporter 

Is not allocated pursuant to the required or voluntary 

reallocation provisions under this Agreement, each Supporter's 

participation hereunder shall terminate not less than 90 da}~ 
after the date of New England Power's written notice <the 

•effective date of termination"), and each Supporter on or 

before the effective date of termination shall pay to New 

England Power an amount calculated In accordance with the 

second paragraph of Section 17. 
Upon termination of this Agreement pursuant to this Section 

18, New England Power shall offer each Supporter which <I> was 

not a terminated Supporter Immediately prior to termination of 

the Agreement pursuant to this Section 18 and <II> has paid all 

amounts due under the first paragraph of this Section 18, an 

opportunity to participate In a new support agreement, provided 

I 

,I 

I 
I 

I 

-
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that participants In such new support agreement agree to pay 

10~ of the costs of service of New England Power related to 

the AC Facilities. The new support agreement will have a term 

equal to the remaining term of this Agreement. Other 

provisions of the new support agreement will be substantially 

similar to those In this Agreement. The Investment lr. AC 

Facilities under the new support agreement shall be reduced by 

any amount received as termination payments hereunder which 

would be properly applied to utility plant accounts In 

accordance with the Uniform System less any costs of 

termination. Any participant In the new support agreement 

shall also be a supporter of the AC facilities of Boston Edison 

Company and, If the Phase II HVDC Support Agreements have not 

been terminated, of the transmission facilities of New 

Hampshire Hydro and New England Hydro. 

No termlnatlo~ of this Agreement shall relieve any party of 

any obligation arising prior to making the payment to He~ 

England Power required by the first paragraph of this 

Section 18. In addition, notwithstanding the termination of 

this Agreement for other purposes, this Agreement shall 

continue In effect to the extent necessary to provide for 

paying all "windup costs" and final billings, billing 

adjustments and payments. 

-39-

section 19. Miscellaneous 

A. Insurance. New England Power will at all times during 

the term of this Agreement keep the AC Facilities Insured 

against such risks as electric utility companies. similarly 

situated, constructing and operating like properties, usually 

Insure against. Any uninsured loss. damage, or llab1llty 

related to the AC Facilities or arising out of New England 

hereunder and any expenses In connection Power's performance 

'with any such loss, damage. Or liability shall be deemed to be 

an expense reimbursable by the Supporters In accordance with 

Section 13. New England Power will assist any Supporter, at 

the Supporter's expense, In obtaining any other Insurance 

coverage related to the AC Facilities that such Supporter 

requires. Upon request, New England Power will supply 

certificates of Insurance coverage. 

I bl,lt For and In consideration of e. Limitation of L a Y· 

the fact that New England Power Is undertaking to design, 

~nglneer, procure, Install, construct, operate, and maintain 

the AC Facilities for and on behalf of the other Supporters and 

Itself without any compensation or charge other than· the 

payments provided under this Agreement, no Supporter shall be 

entitled to recover from New England Power or any affiliate or 

any shareholder, officer, director, employee, or agent of New 

England Power or any affiliate, any damages resulting from 

error or delay, whether or not due to negligence, In the 

II 
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Cl> a Participant shall fall to pay vhen due any 

amount vhlch It has agreed to pay under any 

provision of thts Agreement, and such failure 

shall continue for rore than 10 days after 

written notice thereof has been given to such 

Participant by New Hampshire Hydro; ·or 

Cll> a Participant shall fall to supply In 

accordance vlth the tenns hereof any 

documentation required by Nev Hampshire Hydro 

In connection with financing with Lenders by 

New Hampshire Hydro Cfor VELOO and MMHEC, this 

Includes docu.entatlon for their respective 

contracting electric systems>, and such failure 

shall continue .for more than 30 days after 

written notice of such failure has been given 

to such Participant by Nev Hampshire Hydro; or 

<Ill> a Participant shall admit tn writing Its 

tnablllty to pay Its debts, or shall.make a 

general assignment for the benefit of Its 

creditors; or any proceeding shall be 

Instituted against a Participant <and ts not 

dismissed within sixty days>. or by a 

Participant, seeking to adjudicate tt a 

bankrupt or Insolvent, or seektng 

reorganization, arrangement, adjustMent, or 

composition of It or Its debt under any lav 

relating to bankruptcy, Insolvency or 

\ 

( 

( 
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reorganization or relief of debtors or seeking 

appointment of a receiver, trustee, or other 

similar official for tt or for any substantial 

part of Its property; or If a Participant shall 

take any actton to authorize any of the actions 

set forth In this subsection Cttt>; or 

Clv> prior to the retirement of the last amount of 

New Hampshire Hydro's debt and prior to the 

reduction of New Hampshire Hydro's equity 

Investment to an amount less than or equal to 

101 of Its highest previous amount, a 

Participant shall fall to make a payment of 

principal under any bank loan or other 

obligation for borrowed money <Including 

financing leases or other similar arrangements> 

exceeding the lesser of $1 million or 5t of 

such Participant's total capitalization, which 

failure Is not excused or cured within the 

earlier of 30 days or the acceleration of the 

aaturlty thereof; or 

Cv> a Participant shall .fall to perform any other 

obligation under this Agreement In accordance 

wtth the terms hereof, and such failure shall 

continue for more than 30 days after written 

notice thereof has been given to such 

Parttctpant by New Hampshire Hydro; or 
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Cvt> a Parttctpant shall experience an event of 

default under any of the other Baste Agreements 

or under any of the baste agreements for Phase 

I ltsted tn the ftrst paragraph of Sectton 1; 

then, and tn any such event, tn addttton to any other rtghts or 

remedtes that tt may have agatnst such Parttctpant by reason 

thereof, New Hampshtre Hydro shall, by wrttten nottce to such 

Parttctpant, termtnate all rtghts of such Parttctpant under 

this Agreement as of the date of such Event of Default. New 

Hampshtre Hydro may wtth the approval of the Advisory to=mtttee 

watve any Event of Default hereunder or grant extensions of 

tlae to cure any Event of Default. 

B. Immediately upon termlnatton of the rtghts of a 

Participant pursuant to A above: 

Cl> If such terminated Parttctpant was then a 

Credtt Enhanced Parttctpant,then New Hampshtre 

Hydro shall allocate the Parttctpattng Sh~re of 

the tenatnated Participant to the Equtty 

Sponsors or thetr appOintees tn propartton to 

'the Equtty Sponsors• then respecttve equtty 

percentages; 

Ctt> If such terminated Parttctpant was not then a 

Credtt Enhanced Parttctpant, then New Hampshire 

Hydro will offer the Parttclpatlng Share of tht 

terminated Parttctpant as of the date of 

termtnatton to the Equity Sponsors or their 

appOintees and upan acceptance of the offer 

( 

c 
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will allocate the Parttctpatlng Share In 

accordance with the acceptance Ctf the offer Is 

oversubscribed by Equity Sponsors, the 

allocation will be made In proportion to such 

Equtty Sponsors• then respecttve equity 

percentages>; provtded that, If such 

Parttctpatlng Share ts not so completely 

allocated, then New Hampshire Hydro wtll offer 

such unallocated Partlclpattng Share to 

Participants whose cost junior long-term debt 

securities are then rated at least one grade 

above Investment grade or, tf not so rated, who 

have obtained the consent of all New Hampshire 

Hydro's Equity Sponsors Ctf the offer Is 

oversubscribed, the allocation will be made In 

proportion to respecttve partlctpatlng shares>; 

and provided further that such Equity Sponsors 

or their appotntees or Parttctpants recetvlng 

such an allocatton accept an equal support or 

partlctpattng share under the Phase II New 

England Power AC Facilities Support Agreement, 

the Phase II Boston Edison AC Facilities 

Support Agreement, and the Phase II 

Massachusetts Transmission Facilities Support 

Agreement; and 
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<Ill> the Equity Sponsors or their appointees that 

have been allocated Participating Shares under 

B <I> or <II> above or any Participants that 

have been allocated .Participating Shares under 

8 (II> above or New Hampshire Hydro, If no such 

allocation Is made, shall be entitled to 

receive In accordance with the Use Agreement 

from the escrow agent as liquidated damages the 

allocated share of all Phase II amounts 

retained under the Use Agreement on or after 

the date of such termination for the account of 

such terminated Participant. 

c. The ~ermlnated Participant shall Immediately pay either 

<I> If an allocation Is made under Section 158, to the Equity 

Sponsors or their appointees or any Participants that have 

received such allocation or <II> otherwise, to New Hampshire 

Hydro, In addition to any other amounts due under any 

provisions of this Agree~nt, an amount equal to Its 

Participating Share of the Investment tn the Transmission 

Facilities <Including any cost of removal and disposal> less 

any depreciation and amortization relating to the Transmission 

Facilities to the date of such payment. In addition, such 

Participant's payment required by the preceding sentence shall 

be lncreas~d by an amount equal to Its Participating Share of 

the "amounts" determined In Section 118 of the SVC Agreement. 

New Hampshire Hydro will credit any such amounts It receives 

from the terminated Participant for the benefit of the Equity 

Sponsors. 

-45-

D. New Hampshire Hydro or any Equity Sponsor or any 

Participant shall be free to Invoke such remedies at law or In 

equity as may be deemed appropriate against any Participant 

that defaul.ts under thl s Agreement. 

Section 16. Delay, Suspension, Termination, Cancellation, or 
Shutdown 

If at any time New Hampshire Hydro determines that 

continued planning, construction, or oporatlon of the 

Transmission Facilities Is not advisable for any reason New 

Hampshire Hydro deems appropriate, It may, after written notice 

to all Participants, delay, restrict, or suspend planning, 

construction, or operation, or shut the Transmission Facilities 

down for a period of less than six months. In accordance with 

Section 6, the Advisory Committee has responsibility for 

accepting or rejecting a proposal submitted by New Hampshire 

Hydro recommending a delay, restriction, suspension, 

termination, or cancellation of planning or construction, or 

shut down of the TransMission Facilities for a period of six 

months or longer or permanently. In any case In which New 

Hampshire Hydro determines that safety considerations require 

an lmmadlate shutdown, It shall proceed without consultation 

with the Advisory Committee or written notice to the 

Participants. 

If the Advisory Committee has determined that <I> planning 

or construction of the Transmission Facilities Is to be 

terminated or cancelled, or <11> the Transmission Facilities 

are to be permanently shutdown, then New Hampshire Hydro shall 
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give each Participant not less than ninety days advance written 

notice of any such event. Each Participant shall pay to Nev 

Hampshire Hydro vlthln such notice period an amount, as 

specified In such notice and calculated as of the date of the 

event so notified, equal to Its Participating Share of the 

"a.ounts• determined In the second paragraph of Section 12 of 

the SVC Agreement plus the greater of: 

<a> Its Participating Share of the Investment In the 

Trans•lsslon Facilities <less any depreciation 

and amortization to the date of payment> 

together vlth all costs relating to or resulting 

from such termination, cancellation or permanent 

shutdown, Including any premiums and penalties 

Incurred because of the early retirement of any 

Indebtedness and further Including vlthout 

limitation any costs of total or partial 

de.olltlon and disposal of the Trans•lsslon 

Facilities n~t of any actual salvage value 

received by Nev Hampshire Hydro Including the 

proceeds from any sale and net of the actual 

proceeds received by Nev Hampshire Hydro from 

any condemnation proceeding or Insurance for 

destruction; or 

<b> Its Participating Share of the then total 

capital of Nev Hampshire Hydro plus any premiums 

and penalties Incurred because of the early 

-47-

retirement of any financing plus without 

limitation any costs of total or partial 

demolition and disposal of the Transmission 

Facilities 'net of any actual salvage value 

received by New Hampshire Hydro Including the 

proceeds from any .. sale and net of the actual 

proceeds received by New Hampshire Hydro from 

any condemnation proceeding or Insurance for 

destruction. 

If New Hampshire Hydro and the Advisory Committee agree on 

the decision to terminate, cancel or permanently shutdown the 

Transmission Facilities under this Section 16, Nev Hampshire 

Hydro shall have and retain, upon termination of this 

Agreement, the right to sell the Transmission Facilities 

<Including New Hampshire Hydro's rights to Transmission 

Facilities In Vermont and the SVC Facilities In Maine> at fair. 

market value to any NEES affiliate of New Hampshire Hydro. Any 

amounts received from such sale shall b~ considered salvage 

value under <a> or <b> above. If Nev Hampshire Hydro's 

recommendation to terminate, cancel or permanently shutdown Is 

not adopted by the Advisory Committee, Nev Hampshire Hydro 

shall be paid an amount determined In accordance vlth this 

Section 16 and If directed by the Advisory Committee shall 

transfer Its rights, assets, and obligations related to the 

Transmission Facilities to the Participants or any group or 

designee thereof. Nev Hampshire Hydro's lease of the 

rlght-of-vay shall be assigned In connection with such transfer. 
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If New Hampshire Hydro Is paid such amount and transfers 

Its rights, assets, and obligations related to the Transmission 

Facilities to the Participants or any group or designee 

thereof, New Hampshire Hydro shall refund any costs of total or 

partial demolition and disposal of the Transmission Facllltles 

to such Pa~tlclpants or group or designee thereof. 

Section 17. Termination by New HamPshire Hydro 

If at any time New Hampshire Hydro elects and so notifies 

In writing all Participants that, as a result of a default 

under Section 15, the Participating Share of a term1nated 

Participant cannot be allocated to Equity Sponsors or their 

appointees or other Participants pursuant to Section 158 and 

the aggregate of the Participating Shares of &11 nontermlnated 

Participants Is less than loot, each such other Participant's 

participation hereunder shall terMinate on a date <effective 

date of termination> not less than 90 days after the date of 

New Hampshire Hydro's written notice, and each such other 

Participant on or before the effective date of termination 

shall pay to Naw Hampshire Hydro an amount calculated In 

accordance with the second paragraph of Section 16. 

Upon ter~lnatton of this Agreement pursuant to this Section 

17, New Hampshire Hydro shall offer each Participant which 

<I> was not a terminated Participant Immediately prior to 

termination of the Agreement pursuant to this Section 17 and 

<II> has paid all amounts due under the first paragraph of this 

Section 17, an opportunity to participate In a new support 

agreement, provided that all participants In such new support 

--
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agreement agree to pay 1001 of the costs of service of New 

Hampshire Hydro, Including, without limitation, the "amounts" 

that New Hampshire Hydro must pay to Chester SVC Partnership 

pursuant to Section 8 of the SVC Agreement. The new support 

agreement will have a term equal to the remaining term of this 

Agreement. Other- provisions of the new support agreement will 

be substantially similar to those In this Agreement. The 

Investment In the Transmission Facilities under the new support 

agreement shall be reduced by any amount received as 

termination payments hereunder which would be properly applied 

to utility plant accounts In accordance with the Uniform System 

less any costs of termination or premiums or penalties Incurred 

because of the early retirement of any financing of New 

Hampshire Hydro. Any participant In the new support agreement 

shall also be a supporter of the AC facilities of Nev England 

Power and Boston Edison Company and the transmission facilities 

of New England Hydro. 

No·tennlnatlon of th,s Agreement shall relieve any party of 

any obligation arising prior to making the payment to New 

Hampshire Hydro re~ulrtd by the first paragraph of this 

Section 17. In addition, notwithstanding the termination of 

this Agreement for other purposes, this Agreement shall 

continue In effect to the extent necessary to provide for 

paying all "windup costs" and final billings, billing 

adjustments and payments. 
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Section 18. pebt Serylce Fund 

New Hampshire Hydro may establish and maintain at Its 

option •·Debt Service Fund with funds which may be borrowed 

from unaffiliated third parties. The Debt Service Fund .ay be 

assigned In connection with a financing by New Hampshire Hydro 

wit~ the Lenders. tn.order to provide assurance to such Lenders 

that New Hampshire Hydro will pay Its debt service obligations 

In a timely .anner. 

The Debt Service Fund shall not exceed the lesser of 

<I> the amount required to pay six months of Interest on 

Indebtedness plus five percent of the largest principal amount 

of debt outstanding at any time plus any accrued earnings from 

Investment of the amounts In the Debt Service Fund not yet 

credited to Support Charges as provided In Section 12 or <II> 

the total amount of debt service remaining to be paid. 

Sect1on 19. cash Deflc1ency Comm1tment 

A. "Cash Deficiency" attributed to a Participant means 

with respect to any Due Date, the amount by which that 

Participant's Participating Share of the aggregation of the 

principal of, pre•lum, If any, and Interest on any of the funds 

bor-rowed by New Hampshire Hydro from Lenders to finance the 

Transmission Facilities or. the construction thereof and payable 

on such Due Date <whether at natur1ty, pursuant to mandatory 

prepayment, by acceleration or otherwise> exceeds the amount of 

cash from such Participant's payments made under any other 

section of this Agreement and available to New Hampshire Hydro 

for repayment to Lenders of such borrowed funds. 

• 

• 
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B. If New Hampshire Hydro has a Clsh Deficiency attributed 

to a Participant on any Due Date, that Participant agrees that 

It shall absolutely and unconditionally guarantee to pay Its 

Cash Deficiency on demand of Lenders, to be paid directly on 

demand to Lenders, In cash, provided, however, that no Clsh 

Deficiency attributed to a Participant shall Include any unpaid 

obligations hereunder of other Participants. 

For purposes of this Section 19, "Due Date• shall mean the 

Uate any payments are due and payable under the terms of any 

Indebtedness of New Hampshire Hydro with Lenders. 

c. Payments by Participants under this section shall be 

considered by New Hampshire Hydro to be prepayments of amounts 

due or to become due to New Hampshire Hydro pursuant to any 

other section hereof. 

Section 20, Miscellaneous 

A. Insurance. New Hampshire Hydro will at all tlaes 

during the term of this Agreement keep the Transmission 

Facilities Insured against such risks as electric utility 

companies, sl•llarly situated, constructing and operating like 

properties, usually Insure against. Any uninsured loss, 

damage, or liability related to the Transmission Facilities or 

arising out of New Hampshire Hydro's performance hereunder and 

any expenses In connection with any such loss, damage, or 

liability shall be deemed to be an expense reimbursable by the 

Participants In accordance with Section 12. New Hampshire 

Hydro will assist any Participant, at the Participant's 

expense, In obtaining any other Insurance coverage related to 
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the Transmission Fac111tles that such Participant requires. 

Upon request, New Hampshire Hydro v111 supply cert1flcates of 

Insurance coverage. 

B. ilmftatlon of L!abtl!ty. For and In consideration of 

the fact that New Hampshire Hydro Is undertaking to design, 

eng! neer, procure, Install, .. construct, operate, ·and maintain 

the Transmission Facilities for and on behalf of Participants 

without any compensation or charge other than the payments 

provided under this Agreement, no Participant shall be entitled 

to recover from New Hampshire Hydro or any affiliate or any 

shareholder, director, officer, employee, or agent of New 

Hampshire Hydro or any affiliate, any damages resulting from 

error or delay, whether or not due to negligence, In the 

design, engineering, procurement, Installation or construction 

of the Transmlsston Facilities, or for any damage to the 

Transmission Facilities, any curtailment of power, or any other 

damag~s of any kind, Including but not limited to consequential 

dou&ages, artslng out of or In connection with th.e performance 

of this Agreement by New Hampshire Hydro. Notwithstanding the 

above liQttatton, If New Hampshire Hydro Is found by a court of 

competent jurisdiction to have Intentionally violated this 

Agreement In a material manner or to have acted hereunder In a 

grossly negligent manner and If such court finding is flnal and 

no longer subject to appeal, then the Participants shall be 

entitled to recover from New Hampshire Hydro dtrect damages 

<but not consequential or any other daMages> resulting from 

such material Intentional violation or gross negligence, unless 

5 .... =~' 
If 1§1.·.:., lUi;:. 
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New Hampshire Hydro's actions or omissions have been expressly 

approved In advance by the Advisory Committee. New Hamps~lre 

Hydro will use Its best efforts to enforce all contracts 

related to the construction and operation of the Transmission 

Facilities for the b~:~neflt of New Hampshire Hydro and the 

Participants. 

C. Aualt. New Hampshire Hydro ~Ill arrange for an annual 

audit to be performed by an Independent public accounting firm 

of raco_gnlzed standing selected by New Hampshire Hydro. The 

costs of the annual audit will be lncluded In the operating 

expenses under Section lZ. The books and records of New 

Hampshire Hydro <Including metering records> shall be open to 

reasonable Inspection and audit by any Participant. The costs 

of any such additional audtt, Including the costs of New 

Hampshire Hydro In connection ulth such audit, shall be borne 

by the Participant or Participants requesting iuch audit. New 

Hampshire Hydro will promptly make any reasonable corrections 

necessitated as a result of the annual audit or an additional 

audit. 

D. cost Rplrobursement. In the event Ne~ Hampshire Hydro 

reasonably incurs any costs not provided for elsewhere herein 

In connection with or as a result of planning, organizing, 

documenting, construction, suspensions, rescheduling, 

cancellation, operation, maintenance, shutdown, demolition, 

disposition, or termination of the Transmission Facilities, or 

otherwise arising In connection with this Agreement, each 

Participant shall promptly reimburse to New Hampshire Hydro, 
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within IS days of the m&fllng date of the Invoice, Its 

Participating Share of such costs. Each Participant's 

obligation to reimburse New Hampshire Hydro under this Section 

shall also Include Its Participating Share of the amounts that 

New Hampshire Hydro must pay to Chester SVC Partnership under 

Section liB or Section 12 of the SVC Agreement. However, New 

Hampshire Hydro will endeavor to finance any additional costs, 

to the extent such additional costs are properly capitalizable, 

over the shorter of the then remaining useful life of the 

Transmission Facilities, the remaining term of the Agreement, 

or the remaining term of Its permanent financing. For the 

purpose of this subsection, the Transmission Facilities shall 

Include the SVC Facilities as defined tn the svc Agreement. 

E. Uncgntrollable force. No delay or failure In the 

performance of any obligation by New H&mpshtre Hydro shall be 

deemed to extst !f It Is the result of an "uncontrollable 

force". The term "uncontrollnble force" shall be deemed to 

mean any cause beyond the reasonable control of New Hampshire 

Hydro, which New Hampshire Hydro could not reasonably have been 

expected to avoid by exercise of due diligence and foresight, 

Including, without limiting the generality of the foregoing, 

storm, flood, lightning, earthquake, fire, explosion, failure 

of facilities not due to lack of proper care or maintenance, 

civil disturbance, labor disturbance, sabotage, war, national 

emergency, or restraint by court or public authority. In such 

event, New Hampshire Hydro shall use reasonable diligence to 

notify the Participants of such event. 

¥&AMN1 
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F. Successors and Assigns. This Agreement shall be 

binding upon and shall Inure to the benefit of, and may be 

performed by, the successors and assigns of the parties and 

shall also be binding, Insofar: as permitted by law, on any 

receiver or trustee In bankruptcy, receivership, or 

reorganization of any party. Except <I> for a reallocation 

resulting from a default as provided In Section 15, <II> for a 

sale, merger, or consolidation which Is approved by New 

Hampshtre Hydro and results In the transfer of substantially 

all of a Participant's assets to, and the assumption of all of 

the Participant's obligations hereunder by, an electric utility 

which Is a member of NEPOOL, and <ttl> for an assignment by New 

Hampshire Hydro to a NEES affiliate of New Hampshire Hydro 

which expressly assumes New Hampshire Hydro's rights and 

obligations hereundir and acqutris the Transmission Faetlltles, 

and <lv> for a transfer of any or all of a Participant's 

Parttc1patlng Sharu prtor to the Effective Date as provided In 

Section 4A hereof, no assignment of this Agreement shell 

operate to reltovt thi assignor of 1ts ob11gatlons under thts 

Agreement without the written consent of the parties hereto. 

In addition to New Hampshire Hydro's right to assign to an 

affiliate, New Hampshire Hydro may assign, without the consent 

of the Pnrtlclpants, tts right, title, and interest In this 

Agreement, In whole or In part, and any security Interests 

contained herein or granted hereunder, to one or more banks, 

Investment banking firms, Insurance companies, other financial 

Institutions, or others as collateral security for New 
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Hampshire Hydro's obligations In connection with financing the 

Transmission Facilities. Hrltten notice to all parties will be 

given prior to any assignment hereunder. 

G. Right of Setoff. No Participant shall be entitled to 

set off against the payments required to be made by tt 

hereunder <1> any amounts owed to It by New Hampshire Hydro, 

any afffl iate of -New Hampshl re Hydro, any Equl ty Sponsor, or 

any other Participant or <2> the amount of any claim by It 

against New Hampshire Hydro, any affiliate of New Hampshire 

Hydro, any Equity Sponsor, or any other Participant. However, 

the foregoing shall not affect In any other way any 

Participant's rights and remedies with respect to any such 

amounts owed. to tt by New Hampshire Hydro; any affiliate of New 

Hampshire Hydro, any Equity Sponsor, or any other Participant 

or any such claim by It against New Hampshire Hydro or any 

other Participant. 

H. Amendments. New Hampshire Hydro shall have the right 

to amend the provt stons .• of Section 12 hereof from tllllf! to time 

by servtng an appropriate statement of such amendment upon the 

Participants and filing the same wtth the Fed~ral Energy 

Regulatory Commission <or such other regulatory agency as may 

have jurisdiction> In accordance with the provisions of 

applicable laws and any rules and regulations thereunder, and 

the amendment shall thereupon become effective on the date 

specified therein, subject to any suspension order duly Issued 

by such agency. The Participants have the right to Intervene 

In any regulatory proceeding brought by New Hampshire Hydro to 

consider such amendment of the provisions of Section 12. 
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Any amendments changing the Participating Shares of the 

Participants, the rights of the Participants or a Participant 

as specified In Section 11, or the several nature of the 

obligations and rights of the Participants hereunder as 

specified In Section 5, shall require consent by all parties. 

All other amendments to this Agreement shall be by mutual 

agreement of New Hampshire Hydro and Participants owning 

Participating Shares aggregating at least 66 2/lt, evidenced by 

a written amendment signed by New Hampshire Hydro and such 

Participants; and New Hampshire Hydro and all Participants 

shall be bound by any such amendment. 

I. ~. Except as the parties ~Y other~lse agree, 

any notice, request, bill, or other communication, relating to 

this Agreement, or the rights, obligations or p~rfor~nce of 

the part1es hereunder, shall be In writing and shall be 

effective upon delivery. Any such communication s~a11 be 

considered as duly delivered when delivered In person or mailed 

by reglsterad or certified ~11, postage prepaid, to the 

respective post offtce address of the other parties sho~ 

following the signatures of such other parties hereto, or such 

other address as may be designated by written notice given as 

provided In this paragraph I. 

J. Gpyernlng Law. This Agreement shall be governed by and 

construed and enforced 1n accordance with the laws of The 

Common~ealth of Massachusetts. 
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K. Qtlw:. 

(1) No action, regardless of form, arising out of this 

Agreement may be brought by any party hereto more than three 

years after the cause of action has arisen. 

<2> In the event that any clause or provision of this 

.Agreeaent, or any part thereof, shall be declared Invalid or 

unenforceable by any court having jurisdiction, such Invalidity 

or unenforceablllty shall not affect the validity or 

enforceability of the remaining portions of this Agreement. 

<3> All provisions of this Agree .. nt providing for 

limitation of, or protection against, liability shall apply to 

the full extent permitted by law, and regardless of fault, and 

shall survive either ten~lnatlon pursuant to this Agreement or 

cancellation. 

<4> Each party shall, upon request of another party, 

execute and deliver any document reasonably required to 

Implement any provision hereof. 

<S> Any number of counterparts of this Agreement .. y be 

executed and each shall have the same force and effect as the 

original. 

<6> This Agreement, with the other 8aslc Agreements, 

Preliminary Quebec Interconnection Support Agreement-

Phase II, the agreements with Hydro-Quebec regarding Phase II, 

and the baste agreements covering Phase I shall constitute the 

entire understanding among the parties and shall supersede any 

and all previous understandings pertaining to the subject 

aatter of this Agreement. 
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<7> This Agreement Is the act and obligation of the 

_parties hereto In their corporate or governmental capacity, and 

any claim hereunder against any shareholder, director, officer, 

employee, or agent of any party, as such, Is expressly waived. 

Section 21. Refund of Gain on Sale or Other Qlsposltlon of 

Transmission Facilities 

In the event that any of the Transmission Facilities are 

sold or otherwise disposed of during the term of this 

Agreement, If the Net Proceeds <defined as the amount received 

from such sale or disposition less all costs relating to or 

resulting from such sale or disposition, Including without 

limitation any Income taxes relating to or resulting from such 

sale or disposition, any premiums and penalties Incurred 

because of the early retirement of any Indebtedness associated 

with the sold or disposed of Transmission Facilities, and any 

costs of total or partial demolition of the sold or otherwise 

disposed of Trans•lsslon Facilities> from such sale or 

disposition exceed the greater of <I> the lnvestaent In the 

entire Transmission Facilities <less any depreciation and 

amortization to the date of sale or disposition> or <II> the 

then total capital of New Hampshire Hydro <as defined In 

Section 12>, New Hampshire Hydro shall <a> refund to the then 

current Participants, In proportion to their then current 

Participating Shares, any such excess, and <b> credit to the 

accumulated provision for depreciation and amortization related 

to the Investment In the Transmission Facilities the Investment 

In the entire Transmission Facilities <less any depreciation 
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and amortization to the date of sale or disposition>. The 

total capital of New Hampshire Hydro, for the purposes of this 

section,- may exceed the Investment In the entire Transmission 

Facilities <less any depreciation and amortization to the date 

of sale or disposition> due to <1> any reserve for deferred 

Income ta~es paid by New Hampshire Hydro or <Z> for other 

reasons related to the Investment In the Transmission 

Facilities. If the Net Proceeds do not exceed the greater of 

<I> or <II> above, the Net Procaeds will be credited to the 

accumulated provision for depreciation and amortization related 

to the Investment In the Transmission Facilities tn lieu of 

payment to the Participants. The Participants agree to flow 

through any such refunds to their customers and shall seek any 

necessary re~ulatory approvals to reflect In their rates any 

such refunds and the effect of any such credits to the 

accumulated provision for depreciation and amortization related 

to the Investment In the Transmission Facilities: exc~pt that 

to the extent that a Participant's customers' rates have not 

reflected all or a portion of that Participant's share of the 

costs of the Transmission Facilities, then that Participant 

agrees that a complete flow-through of such refunds may not be 

appropriate and that particular Participant shall seek any 

necessary regulatory approvals for the appropriate disposition 

of an appropriate portion of such refunded amounts or credits. 
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IN HITNESS WHEREOF, the signatories have caused this 

Agreement to be executed by their duly authorized officers or 

agents. 

Vermont Electric Power 
Company, Inc., as mgent 
for each Vermont e lectrl c. 
utility named, and with 
authority to bind each 

NEH ENGLAND HYDRO-TRANSMISSION CORPORATION 

s/R.O. Bigelow 

~----~~--~~-------------Its President 

c/o New England Power Service 
Company 

Address: 25 Research Drive 
Westborough, MA 01582 

VERMONT ELECTRIC POWER COMPANY, INC. 

s/S. John Zuckernlck 

~~~~~~~------------Its President 
such utility to the extent 
of the percentage interest 
of the VELCO entitlement 
hereunder that Is specified, 
on Scheudle 1 to this 
signature page 

Address: Pinnacle Ridge Road 
P. 0. Box 548 
Rutland, VT 05701 

CENTRAL MAINE POiiER COMPANY 

s/Donald F. Kelly 

~~~~--~~~~~--~~~ Its VIce Pres·ldent of Power Supply 

Address: Edison Drive 
Augusta, ME 04336 
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BOSTON EDISON COMPANY 

s/Stephen J. Sweeney 

~~~~~~~~~-------Its President & CEO 

Address: 800 Boylston Street 
Boston, HA 02199 

CHICOPEE MUNICIPAL LIGHTING PLANT 

s/Herve L. Plasse 

~~~~~~--------------Its Manager 

Address: 725 Front Street 
Chicopee, MA 01013 

THE CONNECTICUT LIGHT AND POHER COMPANY 
WESTERN MASSACHUSETTS ELECTRIC COMPANY 
HOLYOKE HATER POHER COMPANY 
HOLYOKE POHER AND ELECTRIC COMPANY 

s/Hilllam B. Ellis 

~~~~~==~-----------Their Chairman 
c/o Northeast Utilities Service 

Company 
Address: P. 0. Box 270 

Hartford, CT 06141-0270 

FITCHBURG GAS AND ELECTRIC LIGHT COMPANY 

s/Frank L. Childs 

~--~~~~~-------------Its President 

Address: 285 John Fitch Hlgh~ay 
P. 0. Box 2070 
Fitchburg, MA 01420 
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THE UNITED ILLUMINATING COMPANY 

s/Richard J. Grossi 

~----~--~~~~~-------Its Exec. VIce President 

Address: 80 Temple Street 
New Haven, CT 06506 

NEH ENGLAND POHER COMPANY 

s/J.F. Kaslow 

~--~---------------------Its 

Address: 25 Research Drtve 
Westborough, MA 01582 

BANGOR HYDRO-ELECTRIC COMPANY 

s/T.A. Greenqulst 

~~~~~~--------------Its President 

Address: 33 State Street 
Bangor, ME 04401 

CANAL ELECTRiC COMPANY 

s/Jeremlah V. Donovan 

~------~~~---------------Its President 

Address: 675 Massachusetts Avenue 
Cambridge, MA 02139 
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PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE 

s/R.J. Harrison 

~~~~~~~~~=---~----Its President & Chief Executive 
Officer 

Address: 1000 Elm Strtet 
P. 0. Box 330 
Manchester, NH 03105 

HONTAUP ELECTRIC COMPANY 

s/Arthur A. Hatch 

~~~~~~~~-----------Its VIce President 
c/o Eastern Utilities Associates 
Address: P. 0. Box 2333 

Boston, MA. 02107 

MASSACHUSETTS MUNICIPAL WHOLESALE 
ELECTRIC COMPANY 

s/Richard K. Byrne 

~~~-=---=-~-~:-:-------Its General Manager & Secretary 

Address: P. 0. Box 426 
Ludlo~. MA ·01056 

TAUNTON MUNICIPAL LIGHTING PLANT 

s/Joseph M. Blain 

~~~~--~~------------Its General Manager 

Address: 55 Heir Street 
Taunton, MA 02780 
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CONNECTICUT MUNICIPAL ELECTRIC ENERGY 
COOPERATIVE 

s/Haurtce R. Scully 

~------~~~--~---------Its Executive Director 

Address: 268 Thomas Road 
Groton, ·cT 06340 

NEWPORT ELECTRIC CORPORATION 

s/Elllot G. Hhltney 

By ----,-.,.--,-.,--:-:--::--::------
Its President & Gen. Mgr. 

Address: 12 Turner Road 
P. 0. Box 4128 
Middletown, R.I. 02840-0011 

UNITIL POWER CORP. 

~fi s/Davld K. Foote 

~~~~~~~-:------------Its VIce President 

Address: 435 South River Road 
RFD #5 
Bedford, NH 03102-6197 

PEABODY MUNICIPAL LIGHT PLANT 

s/Bruce P. Patten 

~~~~-------------. Its Manager 

Address: 70 Endicott Street 
Peabody. MA 01960 
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s/Htlltam A. 
By Kennedy. Jr. 

Town Manager of Town 
of Holden 

Town of Holden 

Town of Middleborough 

Town of Wakefield 

Town of North Attleboro 
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TOHN OF HOLDEN 

s/Ne11 E. Hurray 
By -----.,.-,---,---,.-=---:-:---

Its Light Department Operating 
Manager 

Address: Reservoir Street 
Holden, HA 01520 

Light Department's 
1980 Kllowatthour load 63 676.QQQ 

TOHN OF MIDDLEBOROUGH 

s/John H. Dunfey 

~--~~--~~-------------Its General Manager 

Address: 32 South Halo Street 
Middleborough, HA 02346 

Light Department's 
1980 K11owatthour load 92.081 ooo 

TOHN OF WAKEFIELD 

s/Htlltam J. Wallace 
By _______________________ ___ 

Its Manager 

Address: Hakefteld Mun. Lt. Dept. 
9 Albion Street 
Hakefteld, MA 01880 

Light Department's 
1980 Kllowatthour load 107 609 QQO 

TOHN OF NORTH ATTLEBORO 

s/Oavld Sweetland 
By _______________________ ___ 

Its Manager 

Address: P.O. Box 790Street • 
North Attleboro, MA 02761 . 

Light Department's 
1980 Kllowatthour load 93 816,QQO 

~ . . ~·· 
Town of Boylston 

L1ght1ng Plant 

Town of Hingham 

Town of Rowley 
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TOHN OF BOYLSTON 

s/Edward H. Kimbell 

~----~------------------Its Manager 

Address: Sanatorium Road 
Boylston, MA 01505 

Light Department's 
1980 K11owatthour load 17 324 OQQ 

TOHN OF HINGHAM 

s/Joseph R. Spadea, Jr. 

~----~------------------Its Manager 

Address: Hingham Municipal 

19 Elm Street 
Hingham, MA 02043 

Light Department's 
1980 Kllowatthour load 103 929,000 

TOHN OF ROWLEY 

s/G. Robert Merry 

~------------------------Its folanager 

Addres~: Rowley Municipal Lighting 
Plant 

47 Summer Street 
Rowley, MA 01969 

Light Department's 
1980 Kllo~atthour load 13 551 OQO 

TOHN OF HUDSON 

s/Horst Huehmer 

~-----------------------Its Manager 

Address: TOHN OF HUDSON 
Light & Power Department, 
Hudson, MA 
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HESTFEILD GAS & ELECTRIC LIGHT DEPARTMENT 

s/Dantel Golube~ 

~~~~-------------------------------Its Manager 

Address: 100 Elm Street 
Westfield, MA 01085 

TOHN OF BRAINTREE ELECTRIC LIGHT DEPARTMENT 

s/Halter R. McGrath 

~~~~~~~~---------Its General Manager 

Address: 44 Allen Street 
Braintree, MA 02184 

Light Department's 
1980 Kllowatthour load 267 289,QQO 

TOHN OF DANVERS 

s/Hayne P. Marquis 

~~~~~~---------------Its Town Manager 

s/Michael H. Madore 

~~~~~~~--~~~~-----Its Electric Superintendent 

Address: Electric Division 
2 Burroughs Street 
Danvers, ~ 01923 

Light Department's 
1980 Kllowatthour load 206 806 OQQ 

Town of West Boylston 

City of Holyoke 

Town of Reading 
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TOHN OF NEST BOYLSTON 

s/Ch&rles H. Coughlin 

~~~~----------------------Its Manager 

Address: 4 Crescent Street 
Hest Boylston, MA 01583 

Light Department's 
1980 Kllowatthour load 43,974,000 

CITY OF HOLYOICE 

s/G. E. Leary 

~~~~-----------------------Its Manager 

Address: Gas & Electric Department 
70 Suffolk Street 
Holyoke, MA 01040 

Light Department's 
1980 Kllowatthour load 232 301 707 

TOWN OF READING 

s/Allan Ames 

By --:,-;---::---:------::--::----:::---:--.--;~Its Secretary, Reading Municipal 
L~ght Board 

Address: 25 Haven Street 
P.O. Box 150 
Reading, MA 01067 

Light Department's 
1980 Kllowatthour load 401 794 849 
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CONCORD MUNICIPAL LIGHT PLANT 

s/Steven E. Shelffer 

~--------~-----------------Its Town Manager 

Address: 135 Keyes Road 
Concord, MA 01742 

TOWN OF GROTON Town of Sterling 
s/Roger H. Beeltje 

~----------~~~~~~~---Its Manager of Municipal Lght. 

Address: Groton Electric Light 
Department 

Station Avenue 
Groton, MA 01450 

Light Department's 
1980 Kllowatthour load 22.908,0QQ 

TOHN OF PRINCETON 

s/Rtchard F. Hheeler 

~--------------------------Its Manager 

Address: Municipal Light Department 
4 Town Hall Drive 
P.O. Box 247 
Princeton, MA 01541-0247 

Light Department's 
1980 Kllowatthour load 7,130,000 

TOWN OF SHREHSBURY 

s/Thomas R. Josle 

~------~~--~~----------Its Acting General Mgr. 

Address: 100 Maple Avenue 
Shrewsbury, MA 01545 

Light Department's 
1980 Ktlowatthour load 146.303 ooo 

Town of South Hadley 
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TOWN OF STERLING 

s/Hilllam H. Ruyg 

~~~~---------------------Its Manager 

Address: 50 Haln Street 
Sterling, MA 01564-0430 

Light Department's 
1~80 Kllowatthour load 24 5!0 ooo 

TOHN OF SOUTH HADLEY 

s/Hayne D. Doerpholz 

By~~~--------------------Its Manager 

Address: 85 Main Street 
South Hadley, HA 

Light Department's 
1980 Kllowatthour load 99.981.000 
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VELCO SCHEDULE 1 

Vermont Phase II participant 

Central Vermont Public 
Service COrporation 

Citizens Utilities Company 

Franklin Electric Light 
Company, Inc. 

Green Mountain Power 
Corporation 

USQ 
Kllowatthour 
Load 

1,895,922,200 

184,496,600 

7,159,900 

1,174,519,500 

Percentage 
Interest 

58.1197 

5.6558 

0.2195 

36.0050 

-73-

Schedule I 

Vermont Electric Power Company, Inc. 
Contracting Electric Systems 

Central Vermont Public Service Corporation 
Citizens Utilities Company 
Franklin Electric Light Company, Inc. 
Green Mountain Power Corporation 

I 
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Schedule II 

Massachusetts Municipal Hholesale Electric Company 
Contracting Electric Systems 

Massachusetts Systems 

Town of Ashburnham Municipal Light Plant 
Town of Georgetown Municipal Light Department 
Town of Hull Municipal Lighting Plant 
Town of Littleton Electric Light Department 
Town of Mansfield Municipal Electric Department 
Town of Marblehead Municipal Light Department 
Town of Middleton Municipal Electric Department 
Town of Paxton Municipal Light Department 
Town of Templeton Municipal Lighting Plant 

Rhode Island System 

Pascoag Fire District 
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ATTACHMENT A 

Except as provided below, If any partlcfpant does not recehe required 
:QQ~ents, waivers, regulatory approvals, or other actions of governmental 
.:tnorltles within the time period required by this Agreement, the listing of 
~tlclpants and 1980 kllowatthour load will be appropriately modified. 

Partlcloant 1980 Kllowatthoyr Load 

~ COnnecticut Light and Power Company 
._~tern Massachusetts Electric Company 
~lyoke Hater Power Company 
telyoke Power and Electric Company 
~ England Power Company 
Jcston Edison Company <Edison> 
~tral Maine Power Company 
~lie Service Company of New Hampshire 
~United Illuminating Company 
·~t Electric Power COmpany 
~~ Electric Company 
JDotaup Electric Company 
~ Hydro-Electric Company 
~ctlcut Municipal Electric Energy Cooperative 
ClllTIL Power Corp. 
~sachusetts Municipal Hholesale Electric 

Calcpany 
~~ of Reading Municipal Light Department 
IPWPOrt Electric Corporation 
~l~~burg Gas and Electric Light Co. 
7t:=ton Municipal Lighting Plant 
:lty of Chicopee Municipal Lighting Plant 
~ of Braintree Electric Light Department 
:lty of Peabody Municipal Light Plant 
~ty of Hestfleld Gas & Electric Light Department 
~ty of Holyoke Gas & Electric Light Department 
~ of Danvers Electric Department 
!~ of Shrewsbury Electric Light Department 
~JOn Light and Power Department 
~ of Hakefleld Municipal Lighting Department 
~ of Hingham Municipal Lighting 
~cao of South Hadley Electric Light Department 
~ of North Attleborough Electric Department 
~ of Middleborough Gas and Electric Department 
~~ of Holden Municipal Light Department 
~of Hest Boylston Municipal Lighting Department 
~~of Sterling Municipal Electric Department 
~~ of Groton Electric Light Department 
~~of Boylston Municipal Light Department 
·~ of Rowley Municipal Light Department 
~=ceton Municipal Light Department 
~ of Concord Municipal Light Plant 

16,002,437,000 
3,252,432,000 

106,905,000 
0 

15,444,975,840 <a>, (b) 
9,531,773,000 <b>, <c> 
6,053,571,000 
5,043,242,871 (d) 
4,715,078,120 
3,262,098,200 
3,227,553,000 
3,096,872,000 <e> 
1,305,625,118 

718,177,538 
609,873,261 (f) 

470,025,000 
401,795,000 
382,745,000 
369,055,118 
307,460,361 
279,273,169 
267,289,000 
245,010,000 
219,026,000 
214,448,000 
206,806,000 
146,303,000 
127,808,000 
107,609,000 
103,929,000 
99,981,000 
93,816,000 
92,081,000 
63,676,000 
43,974,000 
24,510,000 
22,908,000 
17,324,000 
13,551,000 
7.130,000 

------ll < c> 

76,698,146,596 

:.v Intludes New Hampshire retail 1980 k.llowatthour load of 434,290,243. 
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<b> The 1980 Kllowatthour loads shown for Boston Edison Company and New 
England Power Company have been adjusted to reflect the current 
status of Norwood as a full requirements customer of New England Power Company. 

<c> As of June 1, 1985, Concord continues to be a full requirements 
customer of Edison. At such time as Concord ceases to be a full 
requirements customer of Edison, for purposes of this Agreement, 
Concord shall have an additional Participating Share equal to 1.0871 
of Edison's Initial Participating Share (based on a 1980 Kwh load of 
103,629,000 Kwh for Concord> and Edison's Participating Share shall be reduced by such amount. 

<d> Includes New Hampshire retail 1980 kllowatthour load of 
4,939,218,744. 

<e> The amount shown for Montaup Electric Company Includes the load of 
the other members of the Eastern Utilities Associates system. 

<f> The amount shown for UNITIL Power Corp. represents the 1980 
kflowatthour load of tts affiliates, Concord Electric Company and 
Exeter & Hampton Electric Company. 
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ATTACHMENT B 

Description of the Transmission facilities 

The Transmission Facilities will Include the following: 

<1> the continuation of a stngle c!rcutt ~ 450 kV DC line 
on an existing right-of-way from the Comerford 
Substation to the New Hampshire state line at Hudson, 
a distance of 121 miles; 

<2> communication equipment located In New Hampshire; and 

<3> such other facilities In New Hampshire and Vermont as 
approved by the Advisory Commltt,e. 
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ATTACHMENT C 

Forms of_the following documentation: 
1· Opinion of Counsel 

2. Certificate 

3. Incumbency and Signature Certificate 

4. Directors' Vote 

[Please note - governmental 
~lflcatlons to these docum!nilt:es may make appropriate 
corporations.] n 5 o reflect that they are not 

,, ··, 

.E: .... ,. 
·" 
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[Form of Opinion of Counsel for Each Utility Participant] 

New England Hydro-Transmission 
Electric Company, Inc.; 

New England Hydro Transmission 
Corporation: or 

New England Power Company 

Gentlemen: 

This opinion Is furnished In connection with the execution 
and delivery by <the Company> of 
the following Agreements: 

He have acted as counsel to the Company, one of the Utility 
Participants, In connection with the execution and delivery of 
the Basic Agree.ants. He participated In reviewing and/or 
drafting the Agreements. 

As general [special] counsel to the Company, we are 
generally familiar with Its affairs. [If special counsel Is 
giving the opinion, describe relationship to the Company.] We 
have reviewed the proceedings taken by the Company In 
connection with Its authorization, execution, and delivery of 
the Agreements and any documentation supplied by the Company 
thereunder. He have also examined executed counterparts of the 
Agreements, have made such other Investigation, and have 
examined such other records and documents, and have made such 
examination of law and satisfied ourselves as to such other 
matters as we have deemed relevant and necessary In order to 
enable us to express the opinions set forth below. 

Based upon and subject to the foregoing and to the further 
qualifications In this opinion, we are of the opinion that: 

1. The Company Is a corporation duly organized, validly 
existing and In good standing under the laws of [the 
jurisdiction of Its Incorporation], has the corporate power to 
own Its assets and to transact the business In which It Is 
engaged, and Is duly qualified as a foreign corporation In, and 
Is In good standing under the laws of, each jurisdiction In 
which the conduct of Its business or the ownership of Its 
assets requires such qualification. 

2. The Company has <and In the case of the Agreements at 
the time of execution and delivery thereof, had> full corporate 
power, and legal right to execute, deliver and perform the 
Agreements, and the Company has taken all necessary corporate 
action to authorize the execution, delivery, and performance by 
It of the Agreements. 

I. 

, ..JJi ,,;.,_·';"I •, ~ >, 

. "· .. .. .. ;.~~~', 

l I, 
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3. Th& &xecutlon, delivery, and performance by the Company 
of the Agreements do not <a> contravene the Company's [charter 
docu-.ntsJ or by-laws, <b> violate any applicable law, rule, 
regulation, order, writ, judgment, Injunction, decree, or award 
known to us by which the Company ts bound, <c> violate any 
Indenture, Instrument, or agreement known to us by which the 
Company Is bound, or <d> result In or require the creation or 
the Imposition of any lien pursuant to the provisions of any 
Indenture, Instrument, or agreement known to us by which the 
Company I s bound. 

4. No authorization, approval, consent, or oth&r action 
by, and no notice to or filing with, any federal, state, or 
other governmental authority or regulatory body which has not 
been obtained or given and Is not In full force and effect Is 
required for the valid and lawful execution, delivery, and 
performance by the Company of the Agreements. [In this 
connection, to the extent It may be required by law, the 
approval of the Massachusetts Department of Public Utilities 
[Connecticut PUC, or other] has been given for the Agreements 
and the Company's perfor.ance thereunder by order<s> 
dated , which remains In full force and effect.] 

5. The Agreements have each been duly executed and 
delivered by the Company and constitute the legal, valid, and 
binding obligations of the Company enforceable against It In 
accordance with their respective terms. 

6. No action, suit, proceeding, or Investigation at law or 
In equtty or by or before any governmental Instrumentality or 
other agency now pending or threatened against or affecting the 
Company or Its property or rights which, If adversely 
deteratned, would .atertally Impair the ability of the Company 
to perform Its obligations under the Agreements Is known to us. 

Our opinion that the Agreements are enforceable, each In 
accordance with the terms thereof, Is qualified to the extent 
that the enforceaent of the rights and remedies created thereby 
Is subject to bankruptcy, Insolvency, reorganization, and 
similar laws of general application affecting the rights and 
reMedies of creditors and secured parties, and to the further 
extent that the availability of the remedies of specific 
enforcement, Injunctive relief, or any other equitable remedy 
Is subject to the discretion of the court before whtch any 
proceeding therefor may be brought. 

Very truly yours, 

~· 

V' 
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CERTIFICATE 

I, <Insert name>, the Clerk <or Secretary or other 
principal recording officer> of <Insert name of Utility 
Part! clpant>, a <Insert state of organization> <the "Company"> 
do hereby certify that: 

<1> Attached hereto as Exhibit A Is a true and correct 
copy of a vote duly adopted at a meeting of the Board of 
Directors of the Company, duly called and held on , 
198 and that such vote and the authority vested thereby have 
not-been amended or revoked and are still In full force and 
effect. 

<Z> Attached hereto as Exhibit B Is a true and correct 
copy of the Articles of Organization <or other charter 
documents> of the Company, as amended and tn effect as of the. 
date of this Certificate. 

<3> Attached hereto as Exhibit C Is a true and correct 
copy of the By-Laws of the Company, as amended and In effect as 
of the date of this Certificate. 

<4> The persons <or person> listed on Exhibit D have been 
duly elected to the offices set forth adjacent to their 
respective names since the first day of June, 1985, and the 
signatures adjacent to their respective names are the genuine 
signatures of said officers. 

IN HITNESS HHEREOE, I have placed my hand and the seal of 
the Company this day of , 198_. 

~--------------------
Name: 
Title: 

I 

1 

I 
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CONFIRMATION OF INCUMBENCY AND SIGNATURE OF 
CLERK SECRETARy QR OTHER PRINCIPAL RECQRDING OFFICER 

I, <naMe>, <title> of the Company, do hereby certify that 
<na.a of officer executing certificate> Is and at all times 
subsequent to , 198_, has been the duly elected 
<title> of the Company and that the signature adjacent to his 
<or her> name Is the genuine signature of said officer. 

~--------------------------------
Name: 
Title: 

', 

~' 
~. 

. '·· ' .. 

~ 
~T1' 

. mi£12: 

FORM Of DIRECTORS' VOTE APPROVING AGREEMENTS 

That In connection with this Company's participation 
In the Phase II expansion of the proposed 
Interconnection between the New England Power Pool 
companies and Hydro-Quebec, the execution and delivery 
on behalf of this Company by , 
President, of the following agreements: Cbelng 
collectively referred to In this vote as "Agreements"> 
copies of which Agreements have been presented at this 
meeting, are hereby·authorlzed, approved, ratified, 
and confirmed, and that the officers of this Company 
are further authorized severally to take any and all 
such further actions Including the execution and 
delivery of such further documents, as such officers 
or any of them may deem necessary or appropriate In 
connection with the actions and docu .. nts authorized 
by this vote • 
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ATTACHMENT E 

Sybscrlotlon Process ffn o;6!r:1nlng 
lnltlal partlclpa g 

After allocation of up to lot of the Participating Shares 
pursuant to Section 4<B><J> and <Z>, the remaining shares shall 
be allocated to Participants as follows: 

a. Each Participant shall be entitled to a pro rata share 
of the remainder based on Its 1980 Kwh load as a 
percentage of all Participants• 1980 Kwh loads. 

b. Upon execution of this Agreement, each Participant may 
subscribe for more or less than Its share under <a> above. 

c. If there are no undersubscrlptlons or oversubscriptions 
under <b> above or If the sum of the shares under <a> 
or <b> above for all Participants equals 100% of such 
remaining shares, then each Participant shall have a 
share as determined under <a> or <b> above. <For the 
purposes of this section, oversubscription shall mean, 
with respect to any Participant, a subscription under 
<b> above of more than its share under <a> above. For 
the same purposes, undersubscriptlon shall mean, with 
respect to any Participant, a subscription under <b> 
above of less than Its share under <a> above. The 
amount of such oversubscription shall be equal to <b> 
minus <a> and the amount of such undersubscrtptlon 
shall be equal to <a> minus (b).) 

d. If there !re undersubscrlptlons but no 
oversubscriptions or If thert are oversubscriptions but 
no undersubscrtptlons, then each Participant shall have 
a share as det@.rmlned under <a> above. 

e. If the net result of subtracting the aggregate amount 
of all undersubscr1pttons from the aggregate amount of 
all ov~rsubscrlptlons Is greater than zero, the 
aggregate amount of all oversubscriptions must be 
reduced to the aggregate amount of all 
undersubscrlptlons. Thts amount shall be referred to 
as the total permitted amount of oversubscrlpttons. 
Each oversubscriber shall Initially be allocated a 
share of the total permitted amount of 
oversubscriptions Cpro rata by the 1980 kwh loads of 
the oversubscrtbers>; provided that no oversubscriber 
shall be allocated more than Its requested amount under 
(b) above. Any remalntng unallocated portion of the 
total permitted amount of oversubscriptions shall be 
allocated to all oversubscrlbers that have not yet 
reached their requested amount under <b> above pro rata 
by the dtfferences between their request~d amounts 
under <b> above and their amounts allocated thus far 
under this section <d>. 

tl the aggregate amount f. If the net result of 1 subt~~~ ~~~aggregate amount of 
of all oversubscrlpt ons reater than zero, the 
all undersubscrlpt~on~l ~~naersubscrlptlons must be 
aggregate amount o a mount of all 
reduced to the aggrega;e amount shall be referred to as 
oversubscriptions. Th s ~ of undersubscrlptlons. The 
the total permitted a~u~ undersubscrlptlons shall be 
total permitted arno~~rs~bscrlbers pro rata by the 
!~~~~~e~ft~h!~~ ~~dersubscrlptlons. 
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ATTACHMENT F 

As a result of the support arrangements for building, 

owning, and financing the Transmission Facilities, Equity 

Sponsors have provided credit support for the project In excess 

of their Participating Shares. This enhances New Hampshire 

Hydro's ability to finance the project. The status of'a 

Participant as a Credit Enhanced Participant that receives 

credit enhancement or not will be determined In connection 

. with, and as of the date of commitment for, each debt 

financing, Including any construction financing, In accordance 

with Section 1 hereof, and the Credit Enhancement Charge will 

be determined with respect to each such financing and will 

continue to be paid as long as the financing Is outstanding and 

as long as any accrued unamortized Credit Enhancement Charges 

for said Participant remain outstanding. 

An "Investment grade" Participant Is defined In this 

Agreement as a Participant which has outstanding junior 

long-term debt S€curltles which have qualified dibt ratings by 

two of the three major rating agencies. An "lnvestllit!nt gr&de" 

Participant ts also defined as a Participant which has a 

Participating Share of four-tenths of one percent <0.41> or 

less and which has outstanding junior long-term debt securities 

having a rating from only one of the three major rating 

agencies with that rating being a qualified debt rating. <For 

these purposes, the outstanding junior long-term debt 

-87-

securities of a Participant shall mean <I> Its outstanding 

long-term debentures, or <II> If no long-term debentures are 

outstanding, Its most junior outstanding long-term mortgage or 

revenue bonds, or <ttl> If no long-term debentures, mortgage 

bonds or revenue bonds are outstanding, Its most junior 

outstanding long-term debt.> "Qualified debt ratings" are 

defined as a minimum rating of Baal by Moody's Investors 

Service, BBB- by Standard & Poor's Corporation and D&P 10 by 

Duff & Phelps, Inc. 

Any wsubstltute cndtt enhancament" shall mean, 111th 

respect to any New Hampshire Hydro debt financing, Including 

any construction financing <t> a letter of credit from a 

commercial bank having capttal, surplus, and undivided profits 

of at least $250 rn1111on and a eredlt rating of "AA" or better 

In form and substance satisfactory to NQW Hampshire Hydro or 

<tl> & credit support that Is ~qulvalent to <I> above whtch Is 

satisfactory In forE and substance to New Hampshire Hydro, or 

<ttt> a guarantee from an Equity Sponsor whtch at that ttme the 

guarantee is wade satisfies th~ requirements to be an Equity 

Sponsor as set forth tn section 4 of the Equity Funding 

Agree~nts; provid0d that such enhancement Is Irrevocable until 

the final maturity of such debt f!nanelng, Including any 

opttonal eutenstons ther~of. The first time that a Participant 

supplies substitute credit enhancement under this Agreement or 

under the Phase II Massachusetts Faclllttes Support Agreement, 

the substitute credit enhancement shall also cover such 
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Participant's share of the debt obligations of Nev England 

Pover Company and Boston Edison Company relating to their 

respective AC Facilities and the term of such credit 

enhancement shall extend for the full term of the then 

remaining depreciation period for the AC facilities supported 

under such AC Facilities Support Agreements. 

The principal amount of such substitute credit enhancement 

shall equal that Participant's Participating Share of the 

maximum amount of obligations under such Nev Hampshire Hydro 

debt financing plus, If not already provided In connection vlth 

any other debt financing of Nev Hampshire Hydro or Nev England 

Hydro, that Participant's Participating Share of the naxlmum 

amount of debt obligations of Nev England Pover Company and 

Boston Edison Company relating to the AC Facilities as 

detenalned by Nev England Pover and Boston Edison, respectively. 

For any substltu~e credit enhancement that covers that 

Participant's Participating Share of the debt obligations of 

Boston Edtson Cclllpany a.nd Nev England Pover Company relating to 

the AC Facilities, such substitute credit enhancement shall 

provide for direct payment to Nev England Pover and Boston 

Edison, respectively, of the amounts Included therein for 

covering such debt obligations. 

As compensation to Equity Sponsors for providing this 

additional credit support, a Credit Enhancement Charge, as 

calculated In connection vlth each debt financing Is required 

to be paid by the Participants. If a Participant Is a Credit 

• 

•. ; 
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Enhanced Participant by reason of belov-lnvestment grade, 

vlthdravn or suspended debt ratings, the Credit Enhancement 

Charge attributed to that Credit Enhanced Participant vlll be 

paid by all Participants vlth each Participant paying Its 

Participating Share thereof; provided, hovever, that If a 

Participant Is a Credit Enhanced Participant due to lack of 

debt ratings, the Credit Enhancement Charge attributed to that 

Credit Enhanced Participant shall be paid by such Participant. 

The Credit Enhancement Charge <E> attributed to a Credit 

Enhanced Participant Is a dollar value determined monthly for 

each Credit Enhanced Participant by the follovlng formula: 

F • 

<_G_ ~ L> vhere Fl • (lOO X HI X IOO X 0.8 X IZ) ~ Jl 

the Credit Enhancement Change for each Nev Hampshire 

Hydro debt financing that Is credit enhanced for the 

Participant. 

I • a number from 1 to n representing each of Nev 

Hampshire Hydro debt flnanclngs. 

n • total number of such flnanclngs. 

G • the Participant's Participating Share <In percent> 

H • the maximum outstanding amount of Nev Hampshire 

Hydro debt during the month vhlch was credit enhanced 

for such Participant 
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I • debt premium <In percent> for the Credit Enhanced 

Participant as shown In the following table: 

Partlcloant's 
Debt Rat) ng* lill 

Below 83 or not rated 7.57 
83 5.32 
82 4.82 
81 4.32 
Ba3 3.82 
Ba2 3.32 
Bal 2.82 

• Debt rating shall be the lower of the two highest 
ratings assigned to the Participant's outstanding 
junior long-term debt securities by Moody's, 
Standard and Poor's, and Duff & Phelps, converted 
to a Moody's equivalent as measured at the 
ca.mltment date of such New Hampshire Hydro debt 
financing. If the Participant has a Participating 
Share of four tenths of one percent <0.4~> or less 
and has only one debt rating, then the debt rating 
for such Participant shall be that rating converted 
to a Moody's equivalent as measured at the 
commitment date of such New Hampshire Hydro debt 
financing. 

J • an amount calculated as follows: 

During the period from the Effective Date to the Date 

of Full Support Payment, J shall equal 0 and the 

Credit Enhancement Charge calculated during such 

period pursuant to the above formula shall be accrued 

for each Participant during such period with Interest 

calculated at New Hampshire Hydro's AFDC rate. After 

the Date of Full Support Payment, such previously 

accrued amount for such Participant shall be treated 

as If It represented additional Investment In the 

·8''''' ··"':!" 
~h·~ 

Transmission Facilities relating only to such Participant. As 

a result J shall Include monthly amounts attributable to such 

Participant <whether or not It continues to be a Credit 

Enhanced Participant after the Date of Full Support Payment and 

whether or not the debt being enhanced continues to be 

outstanding> representing amortization of such previously 

accrued amount <with amortization over the period that the 

Investment In the Transmission Facilities Is being amortized> 

plus one-twelfth of the composite percentage <as defined In 

Section 12 hereof> times the unamortized accrued amount plus a 

provision for Income taxes. 
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ATTACHMENT G 

FORM OF 
EQUITY FUNDING AGREEMENT 

FOR 

NEW ENGLAND HYDRO-TRANSMISSION CORPORATION 

This AGREEMENT dated as of June 1, 1985, Is between New 

England Hydro-Transmission Corporation <New Hampshire Hydro> 

and the New England entitles listed tn Attachment A hereto. 

Those New England entitles that have executed this Agreement 

and that meet the further conditions for participation and 

qualification hereunder are hereinafter referred to as Equity 

Sponsors or Individually as an Equity Sponsor. The Equity 

Sponsors are sometimes referred to collectively heretn, but 

their rights and obligations hereunder are several and not 

joint as described tn Section 6 hereof. 

In consideration of the premises, the concurrent execution 

of the other Baste Agree-.nts hereinafter referred to, the 

mutual covenants hereinafter and therein set forth, and other 

good and valuable consideration, receipt whereof ts hereby 

acknowledged, tt ts hereby agreed as follows: 

Section 1. aasts Understandings and Purpose 

New England utilities are currently participating In the 

arrangements for the Phase I Interconnection planned by the New 

England Power Pool <NEPOOL> with Hydro--Quebec, which Is to 

consist of a ~ 450 kV HVDC transmission line from a terminal at 

the Des cantons Substation on the Hydro-Quebec system near 

f 

• 

Sherbrooke, Quebec to a tenatnal havtng an approximate rating 

of 690.MH at a substation at the Comerford Generating Statton 

on the Connecticut River <hereinafter referred to as Phase I>. 

The baste arrangements covering the portion of Phase I In the 

United States are set forth In the New England Power Pool 

Agreement, as amended <the NEPOOL Agreement> and three 

contracts among the participants In Phase I as follows: 

1. Vermont Transmission Line Support Agreement, 

dated as of December 1, 1981, as amended, wtth 

Vermont Electric Transmission company, Inc. 

2. 

3 . 

Phase I Terminal Facilities Support Agreement, 

dated as of December 1, 1981, as amended, with 

New England Electric Transmission Corporation, and 

Agreement Hlth Respect To Use Of Quebec 

Interconnection, dated as of December 1, 1981, as 

..ended, Including the restate.ent thereof In 

connection with Phase II Cth1s Agreement as 

restated to cover Phase II ts hereinafter 

referred to as the Use Agreement>. 

These Phase I Interconnection facilities are currently under 

construction with completion scheduled during 1986. 

Hlth the completion of arrangements for Phase I and the 

related contracts with Hydro--Quebec, the members of NEPOOL have 

conducted studies of the benefits of an expanded 

Interconnection for NEPOOL wtth Hydro-Quebec <Phase II> and 
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have negottated with Hydro-Quebec a firm energy arrangement to 

utlltze the expanded Interconnection factllttes. 

The portion of Phase II In the United States will constst 

of an extension of the Phase I DC transmlsston line from the 

proposed tenalnus of Phase I at the Comerford Statton through 

New Hampshtre to a site In Massachusetts with addtttonal 

termtnal facllttles Installed at that site to Increase the 

total transfer capacity between Hydro Quebec and NEPOOL from 

the 690 MW of Phase I to approximately 2000 MM. Retnforcements 

to the existing AC transmission syste• of New England Power and 

to certain AC facilities of Boston Edison Company wtll also be 

requtred. The United States portton of the Phase. II faclltttes 

will be deslg~ated as pool-planned factlttles tn the sa .. 

manner as the Untted States portion of the Phase I factlttles 
was so destgnated. 

Each Equity Sponsor acknowledges that It has been 

represented on the Executive and Planning Coamlttees of NEPOOL 

that had responslbtllty for evaluattng the feaslblltty of Phase 

II and, through this representation, acttvely participated tn 

the dectslon of NEPOOL to go forward with Phase II. 

Furthenaore, each Equity Sponsor represents that It made Its 

own Independent Investigations and Inquiries as It deemed 

appropriate and did not rely upon representations <other than 

those contained In this Agreement> of New England Hydro or Its 

affiliates In deciding to enter Into this Agreement. 

,, 

• 

• t ,. 

The share of benefits among the New England utilities 

associated with Phase II Is set forth In the Use Agree .. nt. 

The Use Agreement also permits each New England utility to make 

Its own entitlement transactions with Hydro Quebec and to use 

the Interconnection for such transactions. 

.. The provisions of the Ph~se II Massachusetts Transmission 

Facilities Support Agree .. nt <Massachusetts HVDC Support 

Agreement> cover the Phase II Massachusetts HVDC transmission 

line and terminal facilities In Massachusetts. New England 

Hydro-Transmission Electric Company, Inc. <New England Hydro> 

wtll build, own, operate, and malntatn those Massachusetts HVDC 

transmission facilities. 

The portion of the Phase II HVDC transmission line to be 

constructed In New Hampshire Is covered under the Phase II New 

Ha~shlre Transmission Facilities Support Agree .. nt <New 

Hampshire HVDC Support Agreement>. New Hampshire Hydro will 

build, own. operate. and maintain those New Hampshire HVDC 

transmission facilities. 

All l~rovements and reinforcements to the AC transmission 

system In Massachusetts necessitated by Phase II are covered 

under the Phase II New England Power AC Facilities Support 

Agreement <New England Power AC Support Agreement> and the 

Phase II Boston Edison AC Facilities Support Agreement <Boston 

Edison AC Support Agreement. 
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The provisions of thts Agreement cover the commitments of 

the Equity Sponsors of New Ha~shtre Hydro to contribute equity 

funds to New Hampshire Hydro, to provide certain ltmtted credit 

support In connection wtth debt financing of New Hampshire 

Hydro and to accept an allocation of a share of Phase II In the 

ev~nt of a default by certain participating New England 

utilities under certain other Baste Agreements. 

In vtew of the need to formalize the agreements among the 

parties at an early date so that Ct> blndtng commitments wtth 

Hydro Quebec for Phase II may be made, Cit> binding commitments 

for ultimate construction and the financing of the United 

States portion of Phase II may be undertaken consistent with 

the ttme schedule anticipated by NEPOOL and wtth the assurance 

that commitments among the New England utilities are tn place, 

and <ttt> ltcenstng acttvtttes lillY proceed on a schedule that 

enables Completion of such construction consistent with the 

time schedule anticipated by NEPOOL, the following agreements 

are concurrently betng .entered Into <the "Baste Agreements•> 

which collectively set forth rights and obligations wtth 

respect to the foregoing undertaking: <1> this Agreement; C2> 

the Massachusetts HVDC Support Agreement; <3> the New Hampshire 

HVDC Support Agreement; <4> the Equity Funding Agreement for 

New England Hydro; <S> the New England Power AC Support 

Agreement; C6> the Use Agreement; C7> vartous amendments to the 

NEPOOL Agreement relating to the sharing of savings, capability 

responstbtlltles. and Pool transmhslon arrangements; and (8> 

\, 
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the Boston Edison AC Support Agreement. 

In order to coordinate each participating utility's 

Interest In Phase II to the fullest extent possible, each of 

the following Baste Agreements have been drafted with the 

Intent that the participating Interest of each participating 

utility will be the same under each agreement: the 

Massachusetts HVDC Support Agreement, the New Hampshire HVOC 

Support Agreement, the New England Power AC Support Agreement, 

the Boston Edison AC Support Agreement, and the Use Agreement. 

These Baste Agreements also provide that, notwithstanding any 

provision thereof that may be Interpreted to the contrary, the 

proper Interpretation of each of these Baste Agreements Is to 

be consistent with such overriding Intent. Each Equity Sponsor 

acknowledges this overriding Intent and agrees that any action 

by tt or Its appointee affecting such participating Interests 

shall be the same under this Agreeaent and the Equity Funding 

Agreement with New England Hydro In order to also be consistent 

with such overriding Intent. 

Section 2, Cpndltlons precedent to Effect!yeness 

The effectiveness of this Agreement, and all rights, 

obligations, and performance of the signatories hereunder, Is 

subject to <t> New England Electric System <NEES> and other 

signatories having executed this Agreement committing In the 

aggregate to Equity Shares Cas hereinafter defined> equal to at 

least 100l, and each such signatory having demonstrated by 

December 30, 1985, to the satisfaction of New Hampshire Hydro 

·~ ,~.. ; '!J!'>ii .... · .. _!: ::;- ·:;.~ ~- ~-,, ·~···. -v-? 
Ire ~T·~. ;~ -
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that Is qualified to be an Equity Sponsor pursuant to 

Section 4, (II> New England Hydro or New Hampshire Hydro or New 

England Power or Boston Edison and •embers of NEPOOL <Including 

Boston Edison and New England Power> serving at least 66-2/31 

of the aggregate ktlowatthour load served by NEPOOL members In 

19BO having executed the other Baste Agreements <except for the 

Equity Funding Agreement for New England Hydro and the 

amendments to the NEPOOL Agreement>. <ttl> each signatory 

having also executed the Equity Funding Agreement for New 

England Hydro and having the same percentage of New England 

Hydro's equity as Its Equity Share hereunder, <tv> members of 

NEPOOL having executed the amendments to the NEPOOL Agreement 

for Phase II In order that such amendments mey become effective 

In accordance with the NEPOOL Agreement, and <v> each signatory 

having satisfied the conditions precedent set forth below. 

By June I, 19B6, each signatory to this Agreement shall 

provide certificates ·and legal opinions from counsel 

satisfactory to New H~shtre Hydro, together with certified 

copies of related resolutions, consents. approvals, 

authorizations, and other documents <Documentation> necessary 

to establish to the satisfaction of New Hampshire Hydro that 

all corporate and regulatory consents, waivers, approvals, 

authorizations and other actions necessary In connection with 

Perfor .. nce by such signatory of Its obligations under the 

Agreement have been obtained and are In full force and effect, 

that the Agreement has been duly authorized, executed, and 

I 

delivered by such signatory, and that It constitutes a binding 

commitment by the signatory enforceable In accordance with Its 

terms. Forms of Documentation acceptable to New Hampshire 

Hydro are Included In Attachment B hereto. Prior to signing 

this Agreement, each signatory has provided to New Hampshire 

Hydro a listing of all consents, waivers, approvals, 

authorizations, and other actions required for that signatory 

to deliver Its Documentation. 

Vennont Electric Power Company, Inc. <VELOO> and 

Massachusetts Municipal Wholesale Electric Company <MMWEC> 

represent a number of electric systems. If they desire and are 

qualified to be Equity Sponsors. they shall be deemed to have 

signed on behalf of those respective systems listed In 

Schedules I or II. respectively. By March 1, 1986, VELOO and 

MMNEC will provide New Haepshlre Hydro with copies of contracts 

with their respective systems which Impose absolute and 

unconditional obligations on such systems to pay their 

proportionate shares of all costs or obligation Incurred under 

this Agreement by VELOO or MMNEC, respectively. By that date. 

VELCO and MMNEC will also provide to New Hampshire Hydro as 

part of their Documentation certificates, legal opinions <from 

counsel satisfactory to New Hampshire Hydro>, and other 

documents In forM and substance satisfactory to New Hampshire 

Hydro representing unconditionally that all consents, 

approvals, and authorizations have been obtained by their 
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contracting systems In connection with each such system's 

performance of Its obligations under Its respective contract 

with VELOO or HMHEC and that each such contract Imposes 

absolute and unconditional obligations on such systems to pay 

their proportionate shares of all costs Incurred under thts 

Agreement by VELOO or MMHEC, respectively, and has been duly 

authorized, executed, and delivered and Is a btndtng commitment 

of such system enforceable In accordance with Its terms. If 

regulatory approvals have not been obtained by March 1, 1986, 

such representations shall be conditioned upon receipt of 

regulatory approvals. VELOO and MMHEC will have until June 1, 

1986, to receive such approvals and Make such representations 

unconditionally. In order that percentages of participation be 

consistent among the Baste Agreements, VELOO and MMNEC shall 

have their contracts with their contracting systems cover the 

necessary commitments for each Baste Agreement. 

All expenses In connection with obtaining and delivering 

any Documentation under this Agreement, Including legal 

opinions, are to be borne by the signatory Incurring such 

expense. New Hampshire Hydro will have no responsibility for 

an, expenses Incurred by VELCO and MMHEC In providing 

Documentation for their respective contracting systems. 

Any signatory that falls to meet the requirements of 

Section 2 by the deadlines contained herein wtll not be an 

Equity Sponsor under this Agreement and wtll not have any 

rights and obligations hereunder. 

~ 

4'i 
'~:.:~. 

I' 
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New Hampshire Hydro by written notice to all signatories 

may extend any deadline date specified In this Section to a 

later date, provided that any extension for longer than six 

months requires the consent of the Advisory Committee under the 

New Hampshire HVDC Support Agreement. 

Section 3, Effecttye pate and Term 

This Agreement shall become effective <the Effective Date> 

upon the last to occur of the following dates: 

<D the date that the Equity sponsors, committing In the 

aggregate to Equity Shares <as hereinafter defined> 

equal to at least 1001, have met the requirements of 

Section 2; and 

<tl> the date that the last of the other Baste Agreements 

<excluding the Use Agreement> becomes effective or 

would become effective but for a condition that Its 

effectiveness Is sub3ect to this Agreement becoming 

effective. 

Upon execution and delivery of the Agreement by New Hampshire 

Hydro and NEES and other signatories committing In the 

aggregate to Equity Shares <as hereinafter defined> tiqual to no 

less than loot, and notwithstanding any provision herein to the 

contrary, no signatory may terminate Its obligations hereunder 

except In accordance with provisions of thts Agreement. 

The term of this Agreement shall expire on the termination 

date of the New Hampshire HVDC Support Agreement. 
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Section 4 Equity Sponsor Pyallflc:atlgn 
A. In order to enhance New Hampshire Hydro's ability to 

finance Its portion of Phase II as required under the 

Massachusetts HVDC Support Agreement and to enhance the credit 

support of certain Supporters under the AC Support Agreement, 

som:e or all of the; New England utilities participating In Phase 

II whose credit ratings are at least one grade above the lowest 

Investment grade have agreed to provide, or to cause their 

designees to provide, credit support for those New England 

utilities participating In Phase II whose credit ratings are 

below Investment grade. NEES and those New England utilities 

or their designees which have agreed to provide this credit 

support are the Equity Sponsors of New Hampshire Hydro under 
this Agreement. 

B. A Participant under the New Hampshire HVDC Support 

Agreement or Its authorized designee qualifies to be an Equity 

Sponsor by having Its outstanding long-term debentures rated at 

least one grade above t.he lowest lnvest.ent grad.e rating as of 

September 1, 1985. If no long-term debentures are outstanding, 

the ratings used shall be those of such company's most junior 

long-term ~rtgage or revenue bonds. If no mortgage bonds, 

revenue bonds, or debentures are outstanding, the ratings used 

shall be those of the most junior long-term debt. VELCO shall 

qualify to be an Equity Sponsor If Bat or more of Its common 

stock Is owned by utilities whose debt securities qualify 

pursuant to this subsection 4<8>. 

• 

• 

For purposes of this Agreement, "one grade above the lowest 

lnvestnent grade rating• means a rating equal to the following 

ratings from two of these rating agencies: Standard and Poor's 

Corporation _ Rating BBB; Moodys Investor Service - Rating 

Baa2; and Duff & Phelps - Rating D&P 9 <or the equivalent 

municipal ratings>. 

c. A •designee• shall be authorized to be an Equity 

sponsor If It Is a parent company of such Participant and <I> 

Its dept securities meet the appropriate test specified In B 

above, or ctt> at least sen of Its consolidated utility 

revenues are derived from subsidiaries whose debt securities 

meet the appropriate test specified In B above. <For VELCO, 

each stockholder of VELCO shall be a parent company of VELCO.> 

On or before the date of execution of this Agreement, each 

Participant shall Identify Its designee, If any. 

D. In order that the necessary credit enhancement Is 

provided as specified In A above, the qualification of each 

Equity sponsor shall be. reviewed by New Hupshlre Hydro as of 

the date that the first equity contributions are to be .. de by 

such Equity Sponsor. If an Equity Sponsor falls to qualify on 

· such date, appropriate acttons.and allocations shall be 

Instituted as provided elsewhere In this Agreement. 

Section 5. Eqytty Shares 

A. Each Equity Sponsor shall have and be charged with a 

percentage Interest In all rights and obligations hereunder 

determined In accordance with this Section 5 <which Interest Is 
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heretnafter referred to as tts "Equtty Share">. All of the 

equtty of New Hampshtre Hydro wtll be owned by the Equtty 

Sponsors tn proportton to thetr Equtty Shares. 

The Equtty Share of each Equtty Sponsor shall be ca.puted 

both tntttally and as changed from time to time tn accordance 

with the terms hereof, by New Hampshire Hydro as hereinafter 

provided. Such computattons shall be -.de as of the first day 

of any .anth In which there ts a change tn the number of Equity 

Sponsors or any change In the tnterest of any Equity Sponsor as 

heretn provtded. The tntttal computatton ts to be made as of 

September 15, 1985, and subsequent computattons are to be made 

tn any .anth thereafter tn whtch an tnterest ts modtfted or 

termtnated due Ct> to the fatlure of a stgnatory to provide 

proof that tt ts quallfted to be an Equtty Sponsor by December 

30, 1985, or Ctt> to the fatlure to provtde Documentatton by 

June 1, 1986, or Cltl> to the failure to be so quallfted on the 

date the ftrst equity contrtbutlons are to be made b~ such 

Equity Sponsor, or Ctv~. to the operatton of any provision of 

this Agreement. All coaputatlons shall be ftnal unless there 

Is a manifest error. Such computations of Equtty Sponsors• 

Equity Shares as Initially calculated and as changed under Cl> 

and Cll> shall be .. de pursuant to Attachment c. Changes under 

Clll> shall be made pursuant to section 5CC> below, and changes 

under Clv> shall be made pursuant to the approprtate sectton 
requtrlng the change. 

• 

• 
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B. The Equtty Shares on and as of the tntttal computation 

date, and as of the date of subsequent computations under 

subparts Ct> and Ctl> of the second paragraph of A above, will 

be calculated as follows: 

I. 511 to NEES; and 

2. 491 apportioned among the other Equity Sponsors 

on the basts of the subscription process as 

descrtbed tn Attachment C. 

<Attachment c provides that each Equity Sponsor may specify a 

maximum percentage of equity and that such maximum shall remain 

In effect until June 1, 1986 or such later deadline If extended 

pursuant to Section 2 hereof.> 

c. 0n the basts of New Hampshire Hydro's review of the 

qualtflcattons of each Equtty Sponsor other than NEES as of the 

date that the first equity contrlbuttons are to be made by such 

Equtty Sponsor, tf one or .are Equity Sponsors are no longer 

qualtfted under sectton 4, <t> the aggregate Equtty Shares of 

such unqualtfted Equtty Sponsors shall first be offered tn 

wrtttng by New Hampshtr~ Hydro to all then qualified Equtty 

Sponsors other than NEES for voluntary subscrtptton, Cit> 

second, any remalntng shortfall shall be allocated pro rata 

among such qualtfted Equity Sponsors not Including NEES tn 

proportton to thetr Equtty Shares determined as of June 1, 

1986, provided that the aggregate of all Involuntary 

allocations under this section 4CC> to such qualified Equity 

t . 

l I 
, I 

I 
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Sponsors shall not exceed an aggregate Equity Share of lot, and 

further provided that the aggregate of all such Involuntary 

allocations to any such Equity Sponsor shall not Increase such 

Equity Sponsor's Equity Share determined as of June 
1, 1986, by 

more than 251 thereof, and Clll> finally, any remaining 

shortfalls shall be retained pro rata by such no longer 

qualified Equity Sponsors In proportion to their Equity Shares 

determined as of June 1, 1986; provided, however, that NEES and 

all qualified Equity Sponsors may agree to other allocation 

arrangements; and further provided that NEES shalt not have an 

Equity Share of less than 511 unless It so consents. CThe 

above deadlines of June 1, 1986, may be extended to a later 

deadline pur~uant to Section 2 hereof.> 

All offerings above shall be made In accordance with a 

voluntary subscription process as specified In New Hampshire 

Hydro's offering letter, and any oversubscriptions will be 

treated as provided therein. 

Sectton 6. Rglatlonahtn Among Equity Sponsors 
' 

The rights and obligations of the Equity Sponsors hereunder 

are several, In accordance with their respective Equity Shares, 

and not joint. The rights and obligations of New Hampshire 

Hydro hereunder are also several and not joint with those of 

the Equity Sponsors or any one thereof. There Is no Intention 

to create by this Agreement, or by any grant, lease, license, 

or activity related hereto, an association, joint venture, 

·. 
(.\ 

·I 

• 
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trust, or partnership or to Impose on New Hampshire Hydro or 

any Equity Sponsor trust or partnership rights or obligations: 

and any such Implied Intention Is expressly negated. Except as 

expressly provided In this Agreement, no Equity Sponsor shall 

have by virtue of this Agreement or of any such grant, lease, 

. license, or activity the right or power to bind any other 

Equity Sponsor without Its express written consent. 

Section 7. Egylty Opntrlbytlon 

A. Under the Massachusetts HVDC Support Agreement, New 

Hampshire Hydro has agreed to limit Its equity Investment to a 

maximum of 40l of Its total capital as of the effective date of 

that agreement and has agreed to use Its best efforts to 

continue to limit Its equity Investment to 40l of Its total 

capital during the tl .. that New Hampshire Hydro has 

outstanding debt In Its capital structure. 

New Ha.pshlre Hydro may call from tl .. to tl .. by written 

notification upon the Equity Sponsors to contribute equity In 

any of the forms set forth In this Section up to a maximum 

aggregate amount of $90 •llllon, provided that Equity Sponsors 

having 66-Z/31 of Equity Shares may agree to Increase this· 

maxlmu• aggregate amount: and then all Equity Sponsors shall 

contribute such requested amount with each Equity Sponsor 

contributing up to Its Equity Share of the new maximum. Any 

contribution made In response to New Hampshire Hydro's call In 

excess of the maximum aggregate amount, as adjusted from time 
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to time, .. Y be made on a voluntary basts by any contributing 

Equity Sponsor, and New Hampshire Hydro will .. ke an 

appropriate adjustment tn Equtty Shares. 
B. 

Durtng the tenn of this Agreement, New Ha.,shtre Hydro 

has the optton from time to ttme to call for contribution of 
equity In any of the:foll~lng forms: 

c. 

1. New Ha.,shtre Hydro may offer shares of Its 

common stock to Its Equity Sponsors and each 

Equity Sponsor shall subscribe for and purchase, 

for cash at a price set by New Hampshire Hydro, 

Its Equity Share of the coamon stock so offered. 

2. After each Equity Sponsor owns common stock of 

New Hampshire Hydro, New Hampshire Hydro may 

request that capital contributions be made, and 

each Equity Sponsor shall contribute to New 

Hampshire Hydro Its Equity Share of the total 

capital contribution so requested. 

In order that New.Hampshlre Hydro .. Y llalt 

of the following actions: 

1. New Hampshire Hydro .. Y repurchase for cash Its 

common stock from Equity Sponsors In amounts that 

will not change the relative Equity Shares among 

Equity Sponsors and at a price per share equal to 

' 

-•· 

book value per share at the time of repurchase. 

Each Equtty Sponsor shall sell such common stock 

to New Haapshlre Hydro In the full a.ount so 

requested. 

2. New Hampshire Hydro may return any capital 

contribution previously received from Equity 

Sponsors tn .amounts that will not change the 

relative Equity Shares among Equity Sponsors. 

Each Equity Sponsor shall accept such return of 

capital contribution In the full amount so 

returned. 

3. New Hampshire Hydro .. y pay dlvtdends out of 

earnings or .. ke liquidating dividends to the 

Equity Sponsors. 

o. New Ha.pshlre Hydro shall give written notice of any 

call for contributions of equity under B above to each Equity 

Sponsor. Such notice shall specify the amount to be 

contributed, the fona of the contribution, and a date, at least 

thirty days after the date of the notice, that the equity Is to 

be contributed. New Hampshire Hydro will provide annually 

estimates of Its equity requirements and estl.ated dates when 

any equity contributions hereunder will be due. New Ha•pshlre 

Hydro shall give written notice of any action to reduce Its 

equity under C above to each Equity Sponsor. Such notice shall 

specify the amount and form of the reduction and a date, at 

least fifteen days after the date of the notice, that the 

reduction In equtty Is to occur. 
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I ~ E. New Hampshire Hydro shall use the proceeds of any 

equlty.contrlbutlon under this Agreement for the sole purpose 

of meeting Its capital requirements under the New Hampshire 
HVDC Support Agreement. 

F. All transactions under B, up to a maximum aggregate 

amount of $90 million, and under C above shall be subject to 

receipt of all necessary regulatory approvals, and New 

Ha.pshlre Hydro and the Equity Sponsors shall use their best 

efforts to obtain, or to assist In obtaining, these approvals 
In advance of the Effective Date. 

G. New Hampshire Hydro shall have two classes of common 

stock, both of which will have the same preferences, 

qualifications, special or relative rights or privileges, 

except that only one class shall have voting powers. Equity 

Shares allocated to NEES shall be evidenced by voting common 

stock. The Equity Shares allocated to each other Equity 

Sponsor shall, at the option of such Equity Sponsor, be 

evidenced by shares of voting common stock or non-voting common 

stock. Any reallocation of Equity Shares pursuant to Section 5 

hereof shall be effected In such manner as to Involve the 

Issuance of additional COiaOn stock to each Equity Sponsor of 

the class then held by such Sponsor. Such election to take 

voting or non-voting stock shall be made In writing to New 

Hampshire Hydro by December 31, 1985. 

{f 

1: 

• 

H. Notwithstanding any provls.lon of this Agreement to the 

contrary, prior to the date that New Hampshire Hydro first 

calls for equity contributions from all Equity Sponsors, all 

equity of New Hampshire Hydro will be owned and contributed by 

NEES. 

Seftlon 8. Cash Deficiency Guarantee 

A. The New Hampshire HVDC Support Agreement provides 

that, If New Hampshire Hydro has, on any Due Date, a Cash 

Deficiency attributed to a Participant, the Participant 

absolutely and unconditionally guarantees to pay Its cash 

Deficiency on demand of Lenders. CThe commitment Is made In 

section 19 of that Agreement.> To provide further credit 

support to New Hampshire Hydro, each Equity Sponsor absolutely 

and unconditionally guarantees to pay Its then Equity Share of 

the cash Deficiency attributed to any Credit Enhanced 

Participant Cas defined In the New Hampshire HVDC Support 

Agreement> with respect to any third party debt financing of 

New Hampshire Hydro that was credit enhanced for such 

Participant, with such amounts to be paid directly on demand to 

Lenders, In cash, If for any reason a Credit Enhanced 

Participant falls to pay when due Its Cash Deficiency on demand 

of Lenders. Each Equity Sponsor agrees that Its obligations 

under this Section shall be continuing, absolute, and 

unconditional and without the benefit of any defense, claim, 

set-off, recoupment, abatement, or other right, existing or 
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future, vhlch an Equity Sponsor may have against the Lenders, 

Nev Ha~Pshlre Hydro, or any other person, and shall remain In 

full force and effect until all of the obligations of New 

Hampshire Hydro to the Lenders have been discharged. 

Each Equity Sponsor hereby waives diligence, presentment, 

_ demand of payment, filing of claims with a court In the event 

of merger or bankruptcy of any Lender or New Hampshire Hydro or 

any other Equity Sponsor, protest or notice vlth respect to 

this guarantee, and covenants that the obligations contained In 

this guarantee will not be discharged except by complete 

performance of the obligations of New Hampshire Hydro to the 

Lenders. 

B. Notvlthstandtng any other provtston contained hereto, 

each Equity Sponsor's obligations under thts Section 8 shall be 

ll•lted to Its Equity Share of the cash Deficiency attributed 

to any Credit Enhan~ed Participant vlth respect to any 

financing of any Nev Hampshire Hydro that vas credit enhanced 

for such Participant. 

c. In no event shall the several guarantees of the Equity 

Sponsors attributable to Credit Enhanced Participants for each 

debt financing of Nev Hampshire Hydro exceed In the aggregate 

351 of the aggregate amount of the obligations relating to such 

financing, provided that Equity Sponsors having an aggregate of 

at least sot of the Equity Shares may agree to exceed such 351 

maximum and subject to receipt of any necessary regulatory 

approvals, such agreement shall be binding on all Equity 

Sponsors. 

-113-

D. In no event shall Equity Sponsors be required to 

provide guarantees for a Participant vlth respect to a 

particular third party debt financing of Nev Hampshire Hydro If 

that vould result In Credit Enhanced Participants vlth respect 

to that and all other outstanding flnanclngs of New England 

Hydro and New Hampshire Hydro having Participating Shares 

exceeding 351 under the New Hampshire HVDC Support Agreement, 

provided that Equity Sponsors having an aggregate of at least 

~at of the Equity Shares may agree to exceed such 351 maximum 

and subject to receipt of any necessary regulatory approvals, 

such agreement shall be binding on all Equity Sponsors. 

E. Each Equity Sponsor shall use Its best efforts to 

obtain and assist others to obtaining all necessary regulatory 

approvals required for the several guarantees made In this 

Section. 

Section 9. Acceptance of participating Shares 

A. In accordance vlth section 15 of the Nev Hampshire 

HVDC Support Agreement, If a Participant that Is a Credit 

Enhanced Participant Is terminated by New Hampshire Hydro as a 

Participant, each Equity Sponsor or Its appointee shall be 

allocated by New Hampshire Hydro Its then Equity Share of the 

Participating Share of such terminated Participant; such 

allocation to be made as of the date of such termination. Each 

Equity Sponsor or Its appointee shall accept such allocation 

from New Hampshire Hydro and shall unconditionally and 
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absolutely assume the rights and obligations associated 

therewith from the date of such allocation. If a Participant 

that was not also a Credit Enhanced Participant Is terminated, 

then acceptance of any allocation shall be voluntary by any 

Equity Sponsor or Its appointee and shall be In accordance with 

New Hampshire Hydro's offer thereof. If required by New 

Hampshire Hydro, any Equity Sponsor or Its appointee assuming 

rights and obligations under the Massachusetts HVDC Support 

Agreement shall execute and deliver any documents necessary to 

effectuate such assumption. If any Equity Sponsor that Is the 

designee of a Participant Is unable to deliver these documents 

to effectuate the assumption, such Equity Sponsor shall take 

all actions necessary for the Participant that so designated It 

as an Equity Sponsor to assume such rights and obligations as 

Its appointee. 

The appointee of NEES shall be New England Power Company. 

The appolntee<s> of any other Equity Sponsor shall be the 

Partlclpant<s> for which such Equity Sponsor was acting as a 

designee. Each Equity Sponsor agrees that If Its appointee Is 

allocated a Participating Share under the New Hampshire HVDC 

Support Agreement, such Equity sponsor shall also allocate to 

It an equal participating share and support share under the 

Massachusetts HVDC Support Agreement and New England Power and 

Boston Edison AC Support Agreements, respectively. 

. . 

tt 
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B. Each Equity Sponsor shall use Its best efforts to 

obtain and assist others In obtaining all necessary regulatory 

approvals required for performance of Its or Its appointee's 

commitments made In this Section. 

Section 10, Character of Payment Obligations 

The obligations of each Equity Sponsor to make payments 

hereunder, and to perform and observe all other agreements on 

Its part contained herein, are absolute and unconditional and 

shall not be affected by any circumstances, Including, without 

limitation, <I> any Insolvency, composition, bankruptcy, 

reorganization, arrangement, liquidation or similar proceedings 

relating to New Hampshire Hydro, New England Power Compmny, 

Boston Edison Company, the Equity Sponsor, any other Equity 

Sponsor, or any affiliate thereof, (II> any Invalidity or 

unenforceablllty or disaffirmance by New Ha•pshlre Hydro or any 

Equity Sponsor of any provision of this Agreement or any 

failure, omission, delay, or Inability of New Hampshire Hydro 

to perfor~ any of Its obligations contained herein, <Ill> any 

amendment, extension, or other change of, or any assignment or 

encumbrance of any rights or obligations under, this Agreement, 

.or any waiver or other action o: Inaction, or any exercise or 

~ 

nonexerclse of any right or remedy, under or In respect to this 

Agreement, or <tv> any Inability of the Equity Sponsor or any 

other Equity Sponsor to obtain regulatory approvals for 

financing Its Equity Share of any obligations under this 

" 
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Agreement or for meeting any other obligations under this 

Agreement, It being the Intention of the parties hereto th&t 

all amounts payable by each Equity Sponsor In respect of this 

Agreement shall begin to be payable and shall continue to bt 

payable In all events In the .anner and at the time herein 

provide~. In that connection, each Equity Sponsor hereby 

waives, to the extant permitted by applicable law, any and all 

rights which It may now have or which may at any time hereafter 

be conferred upon It, by statute or otherwise, to terminate, 

cancel, or surrender any of Its obligations under this 

Agreement. 

Section 11, Default 

·A. Any of the following events <Events of Default> that 

occur and are continuing are Events of Default: 

<I> An Equity Sponsors shall fall to pay to New 

Hampshire Hydro when due any amount which It has 

agreed to pay under any provision of this 

Agreement, and such failure shall continue for 

more than 15 days after written notice thereof 

has been given to such Equity Sponsor by New 

Hampshire Hydro; or 

(II> Any Equity Sponsor shall fall to supply In 

accordance with the terms hereof any 

documentation required by New Hampshire Hydro In 

connection with financing with Lenders by New 

•· 

.' 
I . ,_j; 

•· ''· .., ~~f 
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Hampshire Hydro <for VELCO and MMHEC, this 

Includes documenta~\Qn for their respective 

contracting electric systems>. and such failure 

shall continue for more than 30 days after 

written notice of such failure has been given to 

such Equity Sponsor by New Hampshire Hydro: or 

<Ill> An Equity Sponsor shall fall to perform any 

other obligation under this Agreement In 

accordance with the terms hereof, and such 

failure shall continue for more than 30 days 

after written notice thereof has been given to 

such Equity Sponsor or any of Its affiliates by 

New Hampshire Hydro. 

<tv> Any Equity. Sponsor shall experience an event of 

default under the Equity Funding Agreement for 

New H.-pshlre Hydro. 

B. If an Event of Default under Section llA<I> above 

shall have occurred, New Hampshire Hydro may, by written notice 

to each Equity Sponsor, request that the nondefaulttng Equity 

Sponsors on a voluntary basts make the overdue payment to New 

England Hydro, provided that sl~llar voluntary payments are 

made under the Equity Funding Agreement for New Hampshire Hydro. 

c. New Hampshire Hydro or any Equity Sponsor shall be 

free to Invoke such remedies at law or In equity as may be 

deemed appropriate against any Equity Sponsor that defaults 

under this Agreement. 

-- ~~ 
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Sec;tlon 12. Restrlc;tlons on Transfer gf Cgmpn Stgc;k. 

Each Equity Sponsor agrees· that It will not transfer any or 

all of Its common stock of New Hampshire Hydro to any other 

person unless such person Is an Equity Sponsor or meets the 

requirements for·betng an Equity Sponsor under sections 48 or 

4C hereof as of the date of such transfer and 1 siMilar 

transfer Is made under the Equity Funding Agreement for New 
Ha~shlre Hydro. 

Sec;tlgn 13. Dlytdends gn Cgmmpn Stpc;k 

Any Equity Sponsor may direct New Ha.pshlre Hydro to 

withhold the PIYMtnt of a dividend to such Equity Sponsor and 

apply such dividend to reduce the current or the next Support 

Charge P&J~ent required to be nade under the New Hampshire HVDC 

Support AgreeMent by such Equity Sponsor or Its appointee. 
Sec;tlgn 14 Restrl~tton~ nt td d -a ODv en s. Return of eapltal and 
Repurc;hase of Cgmmon stgc;k 

Any Equity Sponsor which Is In default hereunder pursuant 

to Section 11 Is not entitled to receive any a.ounts from New 

Hampshire Hydro representing such Equity Sponsor's then Equity 

Share of dividends, return of capital, or proceeds from any 

repurchase of common stock until all amounts <Including 

Interest thereon at an annual rate equal to two percent over 

the current Interest rate on prime commercial loans from time 

to time In effect at the principal office of the First National 

Bank of Boston> owed by such Equity Sponsor to New Hampshire 
Hydro have been paid. 

G·· 
~ 
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Sec;tlon 15. Certain Ac;tlgns of New Hampshire Hvdrg 

A. New Hampshire Hydro shall not take any of the 

following actions without prior written approval of Equity 

Sponsors having at that time at least 801 of the Equity Shares: 

<1> Amend New Hampshire Hydro's articles of 

organization or by-Jaws to adversely affect the 

rights of the Equity Sponsors as stockholders In 

a material manner under the Baste Agreements, 

unless such amendment Is required by regulation 

or law; and 

<II) Merge, consolidate, or sell all or substantially 

all of the assets of New HaMPshire Hydro not 

otherwise permitted by the New Hampshire HVDC 

Support Agreement. 

B. New Hampshire Hydro shall distribute In a timely 

manner to each Equity Sponsor copies of <a> Its annual audited 

financial statements, <b> notices of all of Its directors' and 

stockholders' meetings <Including any committees thereof>, and 

<c> Minutes of all of Its directors' and stockholders' .eetlngs. 

Sec;tlgn 16, Miscellaneous 

A. Surressors and Assigns. This Agreement shall be 

binding upon and shall Inure to the benefit of, and may be 

performed by, the successors and assigns of the parties and 

shall also be binding, Insofar as permitted by law, on any 

receiver or trustee In bankruptcy, receivership, or 
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reorganization of any party. No assignment of this Agreement 

shall operate to relieve the assignor of Its obligations under 

this Agreement without the written consent of the parties 

hereto. Nrltten notice to all parties will be given prior to 
any assignment hereunder. 

Notwithstanding the above, New Hampshire Hydro may 

collaterally assign this Agreement without the consent of the 

Equity Sponsors In connection with a third party financing by 
New Hampshire Hydro. 

B. R1ght of Setoff, No Equity Sponsor shall be entitled 

to set off against the payments required to be made by It 

hereunder <1> any amounts owed to It by Ne~ Hampshire Hydro, 

any affiliate of New Hampshire Hydro, or any other Equity 

Sponsor, or <2> the amount of any clala by It against New 

Hampshire Hydro, any affiliate of New Ha.pshlre Hydro, or any 

other Equity Sponsor. However, the foregoing shall not affect 

In any other way any Equity Sponsor's rights and remedies with 

respect to any such amounts owed to It by New Hampshire Hydro, 

any affiliate of New Haspshlre Hydro, ·Or any other Equity 

Sponsor or any such claim by It against New Hampshire Hydro or 
any other Equity Sponsor. 

C. Amendments. Any amendments changing the Equity Shares 

of the Equity Sponsors or the several nature of the obligations 

and rights of the Equity Sponsors hereunder as specified In 

Section 6, shall require consent by all parties. In the event 

( 

(') 

® D, 

that an Equity Sponsor Is obligated to acquire Equity Shares 

hereunder and does not pay for such Shares, then such Shares 

will not be Issued to him and such Equity Sponsor's Equity 

Share will be reduced accordingly. All other amendments to 

this Agreement shall be by mutual agreement of New Hampshire 

Hydro and Equity Sponsors ow~lng Equity Shares aggregating at 

least 801, evidenced by a written amendment signed by New 

Hampshire Hydro and such Equity Sponsors; and New Hampshire 

Hydro and all Equity Sponsors shall be bound by any such 

amendment. 

D. ~. Except as the parties may otherwise agree, 

any notice, request, bill, or other communication relating to 

this Agreeaent, or the rights, obligations or performance of 

the parties hereunder, shall be In writing and shall be 

considered as duly delivered when delivered In person or mailed 

by registered or certified .all, postage prepaid, to the 

respective post office address of the other. parties shown 

following the signatures of such other parties hereto, or such 

other address as aay be designated by written notice given as 

provided In this paragraph D. 

E. Governing Law. This Agreement shall be governed by 

and construed and enforced In accordance with the laws of The 

Commonwealth of Massachusetts. 
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F. .Qtl:w:. 

<1> No action, regardless of form, arising out of this 

Agreement may be brought by any party hereto more than three 

years after the cause of action has arisen. 

<Z> In the event that any clause or provision of this 

Agreement, or any part thereof, shall be declared Invalid or 

unenforceable by any court having jurtsdtctton, such Invalidity 

or unenforceabtltty shall not affect the validity or 

enforceability of the remaining portions of this Agreement. 

<3> All provisions of this Agreement providing for 

limitation of, or protection against, liability shall apply to 

the full extent permitted by law, and regardless of fault, and 

shall survive either termination pursuant to this Agreement or 
cancellation. 

<4> Each party shaJJ, upon request of another party, 

execute and deliver any document reasonably required to 

Implement any provtston hereof. 

<S> Any number of ~ounterparts of this Agreement may be 

executed and each shall have the same force and effect as the 
original. 

<6> This Agreement, with the other Baste Agreements, 

Preliminary Quebec Interconnection Support Agreement_ Phase 

II, the agreements wtth Hydro-Quebec regarding Phase II, and 

the baste agreements covering Phase I shall constitute the 

entire understanding among the parties and shall supersede any 

and all previous understandings pertaining to the subject 

matter of this Agreement. 

-1Z3-

<7> Tenns defined In the Massachusetts HVOC Support 

Agreement and the New England Power and Boston Edison AC 

support Agreements used In this Equity Funding Agreement shall 

be Incorporated herein as defined In such Agreements unless the 

context Indicates otherwise. 

<B> This Agreement Is the act and obligation of the 

parties hereto In their corporate or governmental capacity, and 

any claim hereunder against any shareholder, director, officer, 

employee, or agent of any party, as such, Is expressly waived. 

IN WITNESS WHEREOF, the signatories have caused this 

Agreement to be executed by their duly authorized officers or 

agents. 

NEH ENGLAND HYDRO-TRANSMISSION 
CORPORATION 

~: ------------------Its 

Address:· ZS Research Drive 
Hestborough, MA OlSBZ 

~: --------------------Its 

Address: 
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ATTACHMENT A 

List of Equity Sponsors 

New Hampshire Hydro will supply a list of Equity Sponsors 
as of the date of Initial computation and as of each date 
thereafter that the list changes. 

ATIACHMENT'B 

Forms of the following documentation: 

1. Opinion of Counsel 

2. Certificate 

3. Incumbency and Signature Certificate 

4. .01 rectors' Vote 

[Please note - governmental entitles may make appropriate 
modifications to these documents to reflect that they are not 
corporations.] 
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[Form of Opinion of Counsel f or Each Utility Participant] 

New England Hydro-Transmission 
Electric Company, Inc.; 

New England Hydro-Transmission 
Corporation; or 

New England Power Company 

Gentlemen: 

This opinion Is furnish d 1 and delivery by e n connection wtth the execution 
the following Agreements: _ <the Company> of 

He have acted as counsel to th 
Participants, In connection with t~ Company, one of the Uttltty 
the Baste Agreements. He parttctp : :x:cutlon and delivery of 
drafting the Agreements. a e n reviewing and/or 

As general [special] counsel t 
generally famtltar wtth Its affal o the Company, we are 
gtvlng the opinion, describe rela~:· ~ff special counsel Is 
have reviewed the proceedings tak o~s P to the Company.] He 
connection with Its author\ en Y the Company In 
the Agreements and any docu:!~:~~j execution, and delivery of 
thereunder. He have also exa on supplied by the Company 
Agreements, have made such ot~!~e~ exe~~ted counterparts of the 
examined such other records d d nves gatlon, and have 
examination of law and satls:~ d ocuments, and have made such 
matters as we have aeemed rele~anourselves as to such other 
enable us to express the oplnl t and necessary In order to ons set forth below. 

Based upon and subject to th f 
qualifications In thts optnlon e oregolng and to the further 

• we are of the opinion that: 
1• The Company Is a cor tl existing and In good standln por: on duly organized, validly 

jurisdiction of Its lncor or:t~n er the laws of [the 
o~ Its assets and to tra~sact ~~~·bha: the corporate power to 
engaged, and Is duly qualified us ness In which It ts 
ts In good standing under the l!:sa ;orelgn corporation In, and 
which the conduct of Its bustn ° • each jurisdiction In 
assets requires such quallflca:~~n~r the ownership of Its 

2• The Company has Cand In th 
the ttme of execution and deliver e case of the Agreements at 
power, and legal right to executey Jh~feof, had> full corporate 
Agreements, and the com an h • e ver and perform the 
action to authorize th/ex!cu::o~ak:n 1 ~11 necessary corporate 
It of the Agreements. • e very, and performance by 

0 J 

3. The execution, delivery, and performance by the Company 
of the Agreements do not <a> contravene the Company's [charter 
documents] or by-laws, <b> violate any applicable law, rule, 
regulation, order, writ, judgment, Injunction, decree, or award 
known to us by whtch the Company ts bound, <c> violate any 
Indenture, Instrument, or agreement known to us by which the 
Company Is bound, or <d> result In or require the creation or 
the Imposition of any lten pursuant to the provisions of any 
Indenture, Instrument, or agree~~~ent known to us by which the 
company Is bound. 

4. No authorization, approval, consent, or other action 
by, and no notice to or flltng wtth, any federal, state, or 
other governmental authority or regulatory body which has not 
been obtained or given and ts not In full force and effect Is 
required for the valid and lawful execution, delivery, and 
performance by the Coapany of the Agreements. [In this 
connection, to the extent It may be required by law, the 
approval of the Massachusetts Department of Public Utilities 
[Connecticut PUC, or other] has been given for the Agreements 
and the Company's performance thereunder by order<s> 
dated , which remains In full force and 
effect.] 

s. The Agreements have each been duly executed and. 
delivered by the Company and constitute the legal, valid, and 
binding obligations of the Company enforceable against tt In 
accordance with their respective terms. 

6. No action, suit, proceeding, or Investigation at law · 
In equity or by or before any governmental Instrumentality or 
other agency now pending or threatened against or affecting tr , 
Company or Its property or rights which, If adversely 
determined, would materially Impair the ability of the Company 
to perform Its obligations under the Agreeaents Is known to us. 

Our oplnton that the Agree.ants are enforceable, each In 
accordance with the terms thereof, Is qualified to the extent 
that the enforcement of the rights and remedies created thereby 
Is subject to bankruptcy, Insolvency, reorganization, and 
similar laws of general application affecting the rights and 

·re1111dtes of creditors and secur11d parties, and to the further 
extent that the availability of the remedies of specific 
enforcement, Injunctive relief, or any other equitable remedy 
Is subject to the discretion of the court before which any 
proceeding therefor may be brought. 

Very truly yours, 
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CERTIFICATE 

I, <tnsert name>. the Clerk Cor Secretary or other 
principal recording officer> of <Insert name of Utility 
Participant>, a <Insert state of organization> <the •company"> 
do hereby certify that: 

<J> Attached hereto as Exhibit A Is a true and cor~!Ct 
copy of a vote duly adopted at a meeting of the Board of' 
Directors of the Conlpany, duly ca11ed and held on -~-· 
19B_, and that such vote and the authority vested thereby have 
not been amended or revoked and are still In full force and effect. 

<2> Attached hereto as Exhibit B Is a true and correct 
copy of the Articles of Organization <or other charter 
documents> of the Company, as amended and In effect as of the 
date of this Certificate. 

<3> Attached hereto as Exhibit c Is a true and correct 
copy of the By-Laws of the Company, as amended and In effect as 
of the date of this Certificate. 

<4> The persons Cor person> listed on Exhibit P have been 
duly elected to the offices set forth adjacent to their 
respective names since the first day of June, 1985, and the 
signatures adjacent to their respective names are the genuine 
signatures of said officers. 

IN NITNESS WHEREOF, I have placed~ hand and the seal of 
the Company this day of , 198_. 

~--------------------
Name: 
Title: 

.. 'f., 

.loci• 

sc;:._a:. .. -· 4!(~- <:_:rU ¥ ,\J¢3 &# JQ t MJP Z£4W L .¥U ,.sq~¥ ... ~, 
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CLERK~C~ QROTHER PRINCIPAL RECQRQING OFFICER 

do hereby certify that I <name>, <title> of the Company,> Is and at all times 
cname'of officer executlng 1 ~:rtl:!~•::en the duly elected 
subsequent to •d that the signature adjacent to his 
<title> of the Company an, e signature of said officer. <or her> name Is the genu n 

~-----------------
Name: 
Title: 

---------
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fORM OF DIRECTORS' YQIE APPRoviNG AGREEMENTS 

~: That In connection with this Company's participation 
In the Phase II expansion of the proposed 
Interconnection between the New England Power Pool 
companies and Hydro-Quebec, the execution and delivery. 
on behalf of this Company by . 
President, of the following agree1111nts: Cbelng -· -; '' 
collecttvely referred to In thts vote as "Agreements"> 
copies of which Agreements have been presented at this 
meeting, are hereby authorized, approved ratified 
and confirmed, and that the officers of this Campa~ 
are further authorized severally to take any and alf 
such further actions Including the execution and 
delivery of such further documents, as such officers 
or ·any of them may deem necessary or appropriate In 
connection with the actions and documents authorized by thts vote. 

-131-

ATTACHMENt C 

Subscription Process for Determining 
Eaulty Shares under Section S<B> 

After allocation of 51\ of the Equity Shares to NEES 
pursuant to Section SCB>Cl>, the Equity Shares shall be 
allocated to Equity sponsors other than NEES as follows: 

<a> Each other Equity Sponsor shall be entitled to a pro 
rata share of the remainder based on the Participating 
Share of such Equity Sponsor or the PartlclpantCs> 
that has designated It as an Equity Sponsor as a 
percentage of Participating Shares of all other Equity 
Sponsors or such Participants as shown In the New 
Hampshire HVDC Support Agreement. For the purpose of 
this calculation, the Participating Share of each 
Equity Sponsor designated by VELCO shall be deemed to 
be a pro rata share of VELCO's Participating Share 
based on the ratio of such Equity Sponsor's 1980 kwh 
load to the aggregate 1980 kwh load of all Equity 
Sponsors designated by VELCO. 

Cb> Upon execution of this Agreement, each other Equity 
Sponsor aay subscribe for more or less than Its share 
under <a> above. 

(C) 

(d) 

Upon execution of this Agreement, each other Equity 
Sponsor May specify a maximum limit on Its share of 
such remainder that would apply to any allocations 
made on or before June 1, 1986 or such later deadline 
date as Is fixed pursuant to Section 2 hereof. 

If there are no undersubscrtptlons or 
oversubscriptions under Cb> above or If the sum of the 
shares under Ca> or Cb> above for all Equity Sponsors 
equals loot of such re~~alnlng shares, then each Equity 
Sponsor shall have a share as determined under <a> or 
Cb> above. <For the purposes of this attachment, 
oversubscription shall mean, with respect to any 
Equtty Sponsor, a subscription under Cb> above of more 
than Its share under Ca> above. For the same 
purposes, undersubscrlptlon shall mean, with respect 
to any Equity Sponsor, a subscription under <b> above 
of less than Its share under <a> above. The amount of 
such oversubscription shall be equal to Cb> minus Ca> 
and the amount of such undersubscrlptlon shall be 
equal to <a> minus Cb>.> 

Ce> If there are undersubscrlptlons but not 
oversubscriptions or If there are oversubscriptions 
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.:. (·.~ 
bilt no under-subscriptions, then each Equity Sponsor 
shall have a share as determined under <a> above; 
provided, however, that no Equity Sponsor shall be 
allocated more than Its specified limit under <c> 
above. If the sum of all shares heretofore allocated 
ts less than loot, any remalnln~ share shall be 
allocated to all Equity Sponsors that have received 
shares less than their limits under <c> above, pro 
rata by the difference between their limits under <c> 
above and their shares as heretofore allocated. 

<f> If the net result of subtracting the aggregate amount 
of all undersubscrlptlons from the aggregate amount of 
all oversubscriptions Is greater than zero, the 
aggregate amount of all oversubscriptions must be 
reduced to the aggregate aaount of all 
undersubscrlptlons. Thh amount shall be referred ·to 
as the total permitted amount of oversubscriptions. 
Each oversubscriber shall Initially be allocated a· 
share of the total permitted amount of 
oversubscriptions <pro rata by the Participating 
Shares of the oversubscrlbers or their designators ·as 
shown In the New Haftll)shlre HVDC Support Agreement>~ 
provided that no oversubscriber shall be allocated · 
more than Its requested amount under Cb> above. Arty 
re11111n1ng unallocated portion of the total permitted 
amount of oversubscriptions shall be allocated to alt 
oversubscrlbers that have not yet reached their 
requested amount under <b> above pro rata by the 
differences between their requested shares under <b> . 
above and their shares as heretofore allocated. 

<g> If the net result of subtracting the agg:·egate a1110uirt 
of all oversubscriptions from the aggregate amount of 
all undersubscrlpttons Is greater than zero, the 
aggregate amount of all undersubscrlptlons must be 
reduced to the aggregate aaoqnt of all 
oversubscriptions. Thts amount shall be referred to 
as the total permitted amount of undersuoscrlpttons~ 
The total permitted amount of undersubscrlptlons shall 
be allocated to the under-subscribers pro rata by the 
amounts of their undersubscrlptlons; provided, 
however, that no Equity Sponsor shall be allocated . 
more than Its specified limit under <c> above. If the 
sum of all shares heretofore allocated ts less: than 
lOOl, any re111lnlng share shall be allocated ~o· all 
Equity Sponsors that have received shares l~ss than. 
their limits under <c> above, pro rata by the 
difference between their limits under <c> above and 
their shares as heretofore allocated. 

----

.1'1'+ 
t!.;j' 

0) 

<h> If Equity Shares are required to be ch>angt~~ pursuant 
_ . . . . t < t> or c tt > of Section S<a • · s 

:-. !l:-,.:.q2 to subpar h 11 b accomplished In accordance with 
. '~voo!reallocatton saG 'the basts of the subscriptions 

::~ · IJ: this Attach1111nt don <b> and the maxt 11111m 111111ts 
. · :: .• > ~'Initially made un er 

1 
1 Equity Sponsor 
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; . J·land giving effect to the termination of·~{> q Y 
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CCOMPOSITE CONFORMED COPY - as amended) 
Amendment No. 1-May 1, 1986 
Amendment No. 2-September 1, 1987 
Amendment No. 3-August 1, 1988 

EQUITY FUNDING AGREEMENT 

FOR 

NEH ENGLAND HYDRO-TRANSMISSION ELECTRIC COMPANY, INC. 

DATED AS OF JUNE 1, 1985 
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EQUITY FUNDING AGREEMENT 

FOR 

NEH ENGLAND HYDRO-TRANSMISSION ELECTRIC COMPANY, INC. 

This AGREEMENT dated as of June 1, 1985, Is between New 

England Hydro-Transmission Electric Company, Inc. <New England 

'Hydro> and the New England entitles listed In Attachment A 

hereto. New England Power Company Is signing this Agreement 

only with respect to the commitments made to It by the Equity 

Sponsors under Section 10 hereof. Those New England entitles 

that have executed this Agreement and that meet the further 

conditions for participation and qualification hereunder are 

hereinafter referred to as Equity Sponsors or Individually as 

an Equity Sponsor. The Equity Sponsors are sometimes referred 

to collectively herein, but their rights and obligations 

hereunder are several and not joint as described In Section 6 

hereof. 

In consideration of the premises, the concurrent execution 

of the other Basic Agreements hereinafter referred to, the 

mutual covenants hereinafter and therein set forth, and other 

good and valuable consideration, receipt whereof Is hereby 

acknowledged, It Is hereby agreed as follows: 

Section 1. Basic Understandings and Puroose 

New England utilities are currently participating In the 

arrangements for the Phase I Interconnection planned by the New 

England Power Pool iNEPOOL> with Hydro-Quebec, which Is to 

consist of a ± 450 kV HVDC transmission line from a terminal at 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 378 of 732



-2-

the Des Cantons Substation on the Hydro-Quebec system near 

Sherbrooke, Quebec to a terminal having an approximate rating 

of 690 MH at a substation at the Comerford Generating Statton 

on the Connecticut River <hereinafter referred to as Phase I>. 

The. basic arrangements covering the portion of Phase I In the 

United States are set forth In the New England Power Pool 

Agreement, as amended <the NEPOOL Agreement> and three 

contracts among the participants In Phase I as follows: 

1. 

2. 

3. 

Vermont Transmission Line Support Agreement, dated as 

of December 1, 1981, as amended, with Vermont Electric 

Transmission Company, Inc. 

Phase I Terminal Facilities Support Agreement, dated 

~s of December 1, 1981, as amended, with New England 

Electric Transmission Corporation, and 

Agreement Hlth Respect To Use Of Quebec 

Interconnection, dated as of December 1, 1981, as 

amended, Including the restatement thereof In 

connection with Phase II <this Agreement as restated 

to cover Phase II Is hereinafter referred to as the 

Use Agreement>. 

These Pha~e I Interconnection facilities are currently under 

construction with completion scheduled during 1986. 

Hlth the completion of arrangements for Phase I and the 

related contracts with Hydro-Quebec, the members of NEPOOL have 

conducted studies o~ the benefits of an expanded 

Interconnection for NEPOOL with Hydro-Quebec <Phase II> and 

have negotiated with Hydro-Quebec a firm energy arrangement to 

utilize the expanded Interconnection facilities. 

The portion of Phase II In the United States will consist 

of an extension of the Phase I DC transmission line from the 

proposed terminus of Phase I at the Comerford Station through 

New Hampshire· to a site In Massachusetts with additional 

terminal facilities Installed at that site to Increase the 

total transfer capacity between Hydro Quebec and NEPOOL from 

the 690 HH of Phase I to approximately 2000 MH. Reinforcements 

to the existing AC transmission system of New England Power and 

to certain AC facilities of Boston Edison Company will also be 

required. The United States portion of the Phase II facilities 

will be designated as pool-planned facilities In the same 

manner as the United States portion of the Phase I facilities 

was so designated. 

Each Equity Sponsor acknowledges that It has been 

represented on the Executive and Planning Committees of NEPOOL 

that had responsibility for evaluating the feasibility of Phase 

II and, through this representation, actively participated In 

the decision of NEPOOL to go forward with Phase II. 

Furthermore, each Equity Sponsor represents that It made Its 

own Independent Investigations and Inquiries as It deemed 

appropriate and did not rely upon representations <other than 

those contained in this Agreement> of New England Hydro or Its 

affiliates In deciding to enter Into this Agreement. 

The sharing of benefits among the New England utilities 
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~ssoclated with Phase II Is set forth In the Use Agreement. 

The Use Agreement also permits each New England utility to ma~e 

Its own entitlement transactions with Hydro Quebec and to use 

the Interconnection for such transactions. 

The provisions of the Phase II Massachusetts Transmission 

Facilities Support Agreement <Massachusetts HVDC Support 

Agreement> cover the Phase II Massachusetts HVDC transmission 

line and terminal facilities In Massachusetts. New England 

Hydro will build, own, operate, and maintain those 

Massachusetts HVDC transmission facilities. 

The portion of the Phase II HVDC transmission line to be 

constructed In Hew Hampshire Is covered under the Phase II New 

Hampshire Transmission Facilities Support Agreement <New 

Hampshire HVDC Support Agreement>. New England 

Hydro-Transmission Corporation <New Hampshire Hydro, an 

affiliate of Hew England Hydro> will build, own, operate, and 

maintain those Hew Hampshire HVDC transmission facilities. 

All Improvements and reinforcements to the AC transmission 

system In Massachusetts necessitated by Phase II are covered 

under the Phase II New England Power AC Facilities Support 

Agreement <New England Power AC Support Agreement> and the 

Phase II Boston Edison AC Facilities Support Agreement <Boston 

Edison AC Support Agreement>. 

The provisions of this Agreement cover the commitments of 

the Eqult.v Sponsors of New England Hydro to contribute equity 

funds to New England Hydro, to provide certain limited credit 
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support In connection with debt financing of New England Hydro, 

to provide certain limited credit support In connection with 

the New England Power AC Support Agreement and the Boston 

Edison AC Support Agreement, and to accept an allocation of a 

share of Phase II In the event of a default by certain 

participating New England utilities under certain other Basic 

Agreements. 

In view of the need to formalize the agreements among the 

parties at an early date so that <I> binding commitments with 

Hydro Quebec for Phase II may be made, <II> binding commitments 

for ultimate construction and the financing of the United 

States portion of Phase II may be underta~en consistent with 

the time schedule anticipated by NEPOOL and with the assurance 

that commitments among the New England utilities are In place, 

and <Ill> licensing activities may proceed on a schedule that 

enables completion of such construction cqnslstent with the 

time schedule anticipated by NEPOOL, the following agreements 

are concurrently being entered Into <the "Basic Agreements"> 

which collectively set forth rights and obligations with 

respect to the foregoing underta~lng: (1) this Agreement; <2> 

the Massachusetts HVDC Support Agreement; <3> the New Hampshire 

HVDC Support Agreement; <4> the Equity Funding Agreement for 

New Hampshire Hydro; <5> the New England Power AC Support 

Agreement; <6> the Use Agreement; <7> various amendments to the 

NEPOOL Agreement relating to the sharing of savings, capability 

responsibilities, and Pool transmission arrangements; and <B> 
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the Boston Edison AC Support Agreement. 

In order to coordinate each participating uttltty's 

Interest tn Phase II to the fullest extent possible, each of 

the following Baste Agreements have been drafted with the 

Intent that the participating Interest of each participating 

utility will be the same under each agreement: the 

Massachusetts HVDC Support Agreement, the New Hampshire HVDC 

Support Agreement, the New England Power AC Support Agreement, 

the Boston Edison AC Support Agreement, and the Use Agreement. 

These Basic Agreements also provide that, notwithstanding any 

provision thereof that may be Interpreted to the contrary, the 

proper Interpretation of each of these Basic Agreements Is to 

be consistent wlth such overriding Intent. Each Equity Sponsor 

ac~nowledges thls overriding Intent and agrees that any action 

by It or Its appointee affecting such participating Interests 

shall be the same under this Agreement and the Equity Funding 

Agreement with New Hampshire Hydro In or~er to also be 

consistent with such overriding Intent. 

Section 2. Conditions Precedent to Effectlyeness 

The effectiveness of this Agreement, and all rights, 

obligations, and performance of the signatories hereunder, Is 

subject to <I> New England Electric System <NEES> and other 

signatories having P.xecuted this Agreement.commlttlng In the 

aggregate to Equity Shares <as hereinafter defined> equal to at 

least 100~. and each such signatory having demonstrated by 

February 1, 1988, to the satisfaction of New England Hydro 
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that It Is qualified to be an Equity Sponsor pursuant to 

Section 4, Cll> New England Hydro or New Hampshire Hydro or New 

England Power or Boston Edison and members of NEPOOL <Including 

Boston Edison and New England Power> serving at least 66-2/31 

of the aggregate ~llowatthour load served by NEPOOL members tn 

··J980 having executed the other Baste Agreements <except for the 

Equity Funding Agreement for New Hampshire Hydro and the 

amendments to the NEPOOL Agreement>. Cltl> each signatory 

having also executed the Equity Funding Agreement for New 

Hampshire Hydro and having the same percentage of New Hampshire 

Hydro's equity as lts Equity Share hereunder, Clv) members of 

NEPOOL having executed the amendments to the NEPOOL Agreement 

for Phase II In order that such amendments may become effective 

In accordance wlth the NEPOOL Agreement, and <v> each signatory 

having satisfied the conditions precedent set forth below. 

By September 15, 1988, each signatory to thls Agreement . 

shall provide certificates and legal opinions from counsel 

satisfactory to New England Hydro, together with certified 

copies of related resolutions, consents, approvals, 

authorizations, and other documents <Documentation> necessary 

to establish to the satisfaction of New England Hydro that all 

corporate and regulatory consents, waivers, approvals, 

authorizations and other actions necessary-In connection with 

performance by such signatory of Its obligations under the 

Agreement have been obtained and are In full force and effect, 

that the Agreement has been duly authorized, executed, and 
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delivered by such signatory, and that It constitutes a binding 

commitment by the signatory enforceable In accordance with Its 

terms. Forms of Documentation acceptable to New England Hydro 

are Included In Attachment B hereto. Prior to signing this 

Agreement, each signatory has provided to New England Hydro a 

listing of all consents, waivers, approvals, authorizations, 

and other actions required for that signatory to deliver Its 

Documentation. 

Vermont Electric Power Company, Inc. CVELCO> and 

Massachusetts Municipal Hholesale Electric Company CMMHEC> 

represent a number of electric systems. If they desire and are 

qualified to be Equity Sponsors, they shall be deemed to have 

signed on behalf of those respective systems listed In 

Schedules I or II, respectively. By September 1, 198B, VELCO 

and MMWEC will provide New England Hydro with copies of 

contracts with their respective systems which Impose absolute 

and unconditional obligations on such systems to pay their 

proportionate shares of all costs or obligation Incurred under 

this Agreement by VELCO or MMHEC, respectively. By that date, 

VELCO and MMHEC will also provide to New England Hydro as part 

of their Documentation certificates, legal opinions (from 

counsel satisfactory to New England Hydro>. and other documents 

In form and substance satisfactory to New England Hydro 

representing unconditionally that all consents, approvals, and 

authorizations have been obtained by their contracting systems 

In connection with each such system's performance of Its 

obligations under Its respective oontract with VELCO or MMHEC 

and that each such contract Imposes absolute and unconditional 

obligations on such systems to pay their proportionate shares 

of all costs Incurred under this Agreement by VELCO or MMHEC, 

respectively, and has been duly authorized, executed, and 

delivered and Is a binding commitment of such system 

enforceable In accordance with Its terms. If regulatory 

approvals have not been obtained by September 1, 1988, such 

representations shall be conditioned upon receipt of regulatory 

approvals. VELCO and MMHEC will have until September 15, 1988, 

to receive such approvals and make such representations 

unconditionally. In order that percentages of. participation be 

consistent among the Baste Agreements, VELCO and MMHEC shall 

have their contracts with their contracting systems cover the 

necessary commitments for each Basic Agreement. 

All expenses in connection with obtaining and delivering 

any Documentation under this Agreement, Including legal 

opinions, are to be borne by the signatory Incurring such 

expense. New England Hydro will have no responsibility for any 

expenses Incurred by VELCO and MMWEC In providing Documentation 

for their respective contracting systems. 

Any signatory that falls to meet the requirements of 

Section 2 by the deadlines contained herein will not be an 

Equity Sponsor under this Agreement and will not have any 

rights and obligations hereunder. 

New England Hydro by written notice to all signatories may 
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extend any deadline date specified In this Agreement to a later 

date, provided that any extension for longer than six months 

requires the consent of the Advisory Committee under the 

Massachusetts HVDC Support Agreement. 

Section 3. Effective pate and Term 

This Agreement shall become effective <the Effective Date> 

upon the last to occur of the following dates: 

<I> the date that the Equity Sponsors, committing In the 

aggregate to Equity Shares <as hereinafter defined> 

equal to at least lOot, have met the requirements of 

Section Z; and 

<II> the date that the last of the other Basic Agreements 

<excluding the Use Agreement> becomes effective or 

would become effective but for a condition that Its 

effectiveness Is subject to this Agreement becoming 

effective. 

Upon execution and delivery of the Agreement by New England 

Hydro and NEES and other signatories committing In the 

aggregate to Equity Shares <as hereinafter defined> equal to no 

less than 1001, and notwithstanding any provision herein to the 

contrary, no signatory may terminate Its obligations hereunder 

except In accordance with provisions of this Agreement. 

The term of thl~ Agreement shall expire on the later to 

occur of the termination dates of the Massachusetts HVDC 

Support Agreement or the New England Power and Boston Edison AC 

Support Agreements. 

-11-

Section 4. Egulty Soonsor Qualification 

A. In order to enhance New England Hydro's ability to 

finance Its portion of Phase II as required under the 

Massachusetts HVDC Support Agreement and to enhance the credit 

support of certain Supporters under the AC Support Agreement, 

some or afl of the New England utilities participating In Phase 

II whose credit ratings are at least one grade above the lowest 

Investment grade have agreed to provide, or to cause their 

designees to provide, credit support for those New England 

utilities participating In Phase II whose credit ratings are 

below Investment grade. NEES and those New England utilities 

or their designees which have agreed to provide this credit 

support are the Equity Sponsors of New England Hydro under this 

Agreement. 

B. A Participant under the Massachusetts HVDC Support 

Agreement or Its authorized designee qualifies to be an Equity 

Sponsor by having Its outstanding long-term debentures rated at 

least one grade above the lowest Investment grade rating as of 

September 1, 1985. If no long-term debentures are outstanding, 

the ratings used shall be those of such company's most junior 

long-term mortgage or revenue bonds. If no mortgage bonds, 

revenue bonds, or debentures are outstanding, the ratings used 

shall be those of the most junior long-term debt. VELCO shall 

qualify to be an Equity Sponsor If 801 or more of Its common 

stock Is owned by utilities whose debt securities qualify 

pursuant to this subsection 4<B>. 
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For purposes of thl s Agreement, "one grade above the lowest 

Investment grade rating" means a rating equal to the following 

ratings from two of these rating agencies: Standard and Poor's 

Corporation - Rating BBB; Moodys Investor Service - Rating 

Baa2; and Duff & Phelps- Rating D&P 9 <or t~e equivalent 

municipal ratings>. 

c. A "designee" shall be authorized to be an Equity 

Sponsor if 1t Is a par.ent company of such Participant and <1> 

Its debt securities meet the appropriate test specified In B 

above, or (II> at least 801 of Its consolidated utility 

revenues are derived from subsidiaries whose debt securities 

meet the appropriate test specified In B above. <For VELCO, 

each stockholder of VELCO shall be a parent company of VELCO. > 

on or before the date of execution of this Agreement, each 

Participant shall Identify Its designee, If any. 

D. A Participant under the Massachusetts HVDC Support 

Agreement also qualifies to be an Equity Sponsor If It has an 

Equity Share of four tenths of one percent (0.41> or less and 

It has only one long-term debt rating from any of the three 

rating agencies referred to in B above and such rating Is at 

least "A3" as of September 1, 1985. 

E. In order that the necessary credit enhancement Is 

provided as speclfiP.d In A above, the qualification of each 

Equity Sponsor shall be reviewed by New England Hydro as of the 

date that the first equity contributions are to be made by such 
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Equity Sponsor. If an Equity Sponsor falls to qualify on such 

date, appropriate actions and allocations shall be Instituted 

as provided elsewhere tn this Agreement. 

F. Notwithstanding any provision of Sections 2, 4(8), and 

4<D> to the contrary, If a Participant <I> has only one credit 

rating and seeks to qualify to be an Equtty Sponsor under 8 

above, or (II> has no credit rating at all and seeks to qualify 

to be an Equtty Sponsor under 8 or D above, such new credit 

rating or ratings must be rece,.ved by February 1, 1988, from 

one or more of the rating agencies referred to In 8 above and 

such new credit rating or ratings shall be current. Such 

Participant must demonstrate by February 1, 1988, to the 

satisfaction of New England Hydro that It Is qualified to be an 

Equity Sponsor pursuant to this Section 4. 

Section 5. Equity Shares 

A. Each Equity Sponsor shall have and be charged with a 

percentage Interest In all rights and obligations hereunder 

determined In accordance with this Section 5 <which Interest Is 

hereinafter referred to as Its "Equity Share">. All of the 

equity of New England Hydro will be owned by the Equity 

Sponsors tn proportion to their Equity Shares. 

The Equity Share of each Equity Sponsor shall be computed 

both Initially and as changed from time to.tlme In accordance 

with the terms hereof, by New England Hydro as hereinafter 
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provided. Such computations shall be made as of the first day 

of any month In which there Is a change In the number of Equity 

Sponsors or any change In the Interest of any Equity Sponsor as 

herein provided. The Initial computation Is to be made as of 

September 15, 1985, and subsequent computations are to be ~de 
In any month thereafter In which an Interest Is modified or 

terminated due <I> to the failure of a signatory to provide 

proof that It Is qualified to be an Equity Sponsor by 

February 1, 1988, or Cll> to the failure to provide 

Documentation by September 15, 1988, or <Ill> to the failure to 

be so qualified on the date the first equity contributions are 

to be made by such Equity Sponsor, or <tv> to the operation of 

any provision of this Agreement. All computations shall be 

final unless there Is a manifest error. Such computations of 

Equity Sponsors' Equity Shares as Initially calculated and as 

changed under <I> and <II> shall be made pursuant to Attachment 

C. Changes under <Ill> shall be made pursuant to section S<C> 

below, and changes under (lv> shall be made pursuant to the 

appropriate section requiring the change. 

B.. The Equity Shares on and as of the Initial computation 

date, and as of the date of subsequent computations under 

subparts <I> and <It> of the second paragraph of A above, will 

be calculated as follows: 

1. 51~ to NEES; and 

2. 4~ apportioned among the other Equity Sponsors 

on the basis of the subscription process as 

described In Attachment c: 

-15-

<Attachment C provides that each Equity Sponsor may specify a 

maximum percentage of equity and that such maximum shall remain 

In effect until September 15, 1988 or such later deadline If 

extended pursuant to Section 2 hereof.> After the Initial 

computation and prior to the Effective Date, each Equity 

Sponsor may transfer any or all of Its Equity Share to one or 

more other Equity Sponsors. On or before September 1, 1988, 

any such Equity Sponsor which has transferred or Intends to 

transfer any or all of Its Equity Share to one or more other 

Equity Sponsors. must provide documentation to New England 

Hydro covering the transfer. Any apportionment of Equity 

Shares pursuant to Section 58<2> above shall be made without 

regard to (I) any transfers of Participating Shares pursuant to 

Section 4 of the Massachusetts HVDC Support Agreement or (II> 

any transfers of Equity Shares made after the Initial 

computation and prior to the Effective Date, provided that each 

Equity Sponsor which has agreed to take such transferred Equity 

Share has provided the required Documentation by September 15, 

1988 <Including Documentation covering any such transferred 

Equity Share>. Any transfers of Equity Shares, as provided 

above, shall be taken Into account after such apportionment. 

Upon execution of this Agreement, MMHEC may receive any 

such transferred Equity Shares; however, MMHEC shall not be 

Included as an Equity Sponsor In any computations pursuant to 

the first paragraph of this Section SB. 
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c. On the basis of New England Hydro's review of the 

qualifications of each Equity Sponsor other than NEES as of the 

date that the first equity contributions are to be made by such 

Equity Sponsor, If one or more Equity Sponsors are no longer 

qualified under Section 4, <I> the aggregate Equity Shares of 

such unqualified Equity Sponsors shall first be offered In 

writing by New England Hydro to all then qualified Equity 

Sponsors other than NEES for voluntary subscription, <II> 

second, any remaining shortfall shall be allocated pro rata 

among such qualified Equity Sponsors not Including NEES In 

proportion to their Equity Shares determined as of September 

15, 1988, ~rovlded that the aggregate of all involuntary 

allocations under this Section 4<C> to such qualified Equity 

Sponsors shall not exceed an aggregate Equity Share of 10%, and 

further provided that the aggregate of all such Involuntary 

allocations to any such Equity Sponsor shall not Increase such 

Equity Sponsor's Equl~y Share determined as of September 15, 

1988, by more than 25~ thereof, and <Ill) finally, any 

remaining shortfalls shall be retained pro rata by such no 

longer qualified Equity Sponsors In proportion to their Equity 

Shares determined as of September 15, 1988; provided, however, 

that NEES and all qualified Equity Sponsors may agree to other 

allocation arrangem~nts: and further provided that NEES shall 

not have an Eqtolty Share of less than 51'1. unless It so 

consents. <The above deadlines of September 15, 1988, may be 

extended to a later deadline pursuant to Section 2 hereof.> 
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All offerings above shall be made In accordance with a 

voluntary subscription process as specified In New England 

Hydro's offering letter, and any oversubscriptions will be 

treated as provided therein. 

Section 6. Relationship aroong Equity Sponsors 

The rights and obllgatl?ns of the Equity Sponsors hereunder 

are several, In accordance with their respective Equity Shares, 

and not joint. The rights and obligations of New England Hydro 

hereunder are also several and not joint with those of the 

Equity Sponsors or any one thereof. There Is no Intention to 

create by this Agreement, or by any grant, lease, llc2nse, or 

activity relat~d hereto, an association, joint venture, trust, 

or partnership or to Impose on New England Hydro or any Equity 

Sponsor trust or partnership rights or obligations; and any 

such Implied Intention Is expressly negated. Except as 

expressly provided in this Agreement, no Equity Sponsor shall 

have by virtue of this Agreement or of any such grant, lease, 

license, or activity the right or power to bind any other 

Equity Sponsor without its express written consent. 

Section 7. Egulty Contribution 

A. Under the Massachusetts HVDC Support Agreement, New 

England Hydro has agreed to limit its equity Investment to a 

maximum of 40% of Its total capital as of the effective date of 

that agreement and has agreed to use its best efforts <subject 

to an exception specified in the Massachusetts HVDC Support 

Agreement> to continue to limit Its equity Investment to 40% of 
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Its total capital during the time that New England Hydro has 

outstanding debt In Its capital structure. 

New England Hydro may call from time to time by written 

notification upon the Equity Sponsors to contribute equity In 

any of the forms set forth In this Section up to a maximum 

aggregate amount of $140 million. provided that Equity Sponsors 

having 66-2/31 of Equity Shares may agree to Increase this 

maximum aggregate amount; and then all Equity Sponsors shall 

contribute such requested amount with each Equity Sponsor 

contributing up to Its Equity Share of the new maximum. Any 

contribution made In response to New England Hydro's call In 

excess of the maximum aggregate amount, as adjusted from time 

to time, may be made on a voluntary basis by any contributing 

Equity Sponsor, and New England Hydro will make an appropriate 

adjustment In Equity Shares. 

B. During the term of this Agreement, New England Hydro 

has the option from time to time to call for contribution of 

equity In any of the following forms: 

1. New England Hydro may offer shares of Its common 

stock to Its Equity Sponsors and each Equity 

Sponsor shall subscribe for and purchase, for 

cash at a price set by New England Hydro, Its 

Equity Share of the common stock so offered. 

2. After each Equity Sponsor owns common stock of 

New England Hydro, New England Hydro may request 

that capital contributions be made, and each 
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Equity Sponsor shall contribute to New England 

Hydro Its Equity Share of the total capital 

contribution so requested. 

C. In order that New England Hydro may limit Its equity 

Investment to a maximum of 4ot of Its total capital, New 

England Hydro may, at Its option, from time to time, take any 

of the following actions: 

1. New England Hydro may repurchase for cash Its 

common stock from Equity Sponsors In amounts that 

will not change the relative Equity Shares among 

Equity Sponsors and at a price per share equal to 

book value per share at the time of repurchase. 

Each Equity Sponsor shall sell such common stock 

to New England Hydro In the full amount so 

requested. 

2. New England Hydro may return any capital 

contribution previously received from Equity 

Sponsors In amounts that will not change the 

relative Equity Shares among Equity Sponsors. 

Each Equity Sponsor shall ac~ept such return of 

capital contribution In the full amount so 

returned. 

3. New E"gland Hydro may pay dividends out of 

earnings or make liquidating dividends to the 

Equity Sponsors. 
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D. New England Hydro shall give written notice of any 

call for contributions of equity under 8 above to each Equity 

Sponsor. Such notice shall specify the amount to be 

contributed, the form of the contribution, and a date, at least 

thirty days after the date of the notice, that the equity Is to 

be contributed. New England Hydro will provide annually 

estimates of Its equity requirements and estimated dates when 

any equity contributions hereunder will be due. New England 

Hydro shall give written notice of any action to reduce Its 

equity under C above to each Equity Sponsor. Such notice shall 

specify the amount and form of the reduction and a date, at 

least fifteen days after the date of the notice, that the 

reduction In equity Is to occur. 

E. New England Hydro shall use the proceeds of any equity 

contribution under this Agreement for the sole purpose of 

meeting Its capital requirements under the Massachusetts HVDC 

Support Agreement. 

F. All transactions under B, up to a maximum aggregate 

amount of $140 million, and under C above shall be subject to 

receipt of all necessary regulatory approvals, and New England 

Hydro and the Equity Sponsors shall use their best efforts to 

obtain, or to assist In obtaining, these approvals In advance 

of the Effective Date. 

G. New England Hydro shall have two classes of common 

stock, both of which will have the same preferences, 

qualifications, special or relative rights or privileges, 

- except 

Shares 

stock. 
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that only one class shall have yotlng powers. Equity 

allocated to NEES shall be evidenced by voting commo~ 

The Equity Shares allocated to each other Equity 

Sponsor shall, at the option of such Equity Sponsor, be 

evidenced by shares of voting common stock or non-voting common 

stock. Any reallocation of Equity Shares pursuant to Section 5 

hereof shall be effected in such manner as to Involve the 

Issuance of additional common stock to each Equity Sponsor of 

the class then held by such Sponsor. Such election to take 

voting or non-voting stock shall be made In writing to New 

England Hydro by September 1, 1988. 

H. Notwithstanding any provision of this Agreement to the 

contrary, prior to the date that New England Hydro first calls 

for equity contributions from all Equity Sponsors, all equity 

of New England Hydro will be owned and contributed by NEES. 

Section 8. Cash Deficiency Guarantee 

A. The Massachusetts HVDC Support Agreement provides 

that, If New England Hydro has, on any Due Date, a Cash 

Deficiency attributed to a Participant, the Participant 

absolutely and unconditionally guarantees to pay Its Cash 

Deficiency on demand of Lenders. <This commitment Is made In 

section 19 of that Agreement.> To provide further credit 

support to New Engl~nd Hydro, each Equity Sponsor absolutely 

and unconditionally guarantees to pay Its then Equity Share of 

the cash Oeflciency attributed to any Credit Enhanced 

Participant <as defined In the Massachusetts HVDC Support 
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Agreement> with respect to any third party debt financing of 

New England Hydro that was credit enhanced for such 

Participant, with such amounts to be paid directly on demand to 

Lenders, In cash, If for any reason a Credit Enhanced 

Participant falls to pay when due Its Cash Deficiency on demand 

of Lenders. Each Equity Sponsor agrees that Its obligations 

under this Section shall be continuing, absolute, and 

unconditional and without the benefit of any defense, claim, 

set-off, recoupment, abatement, or other right, existing or 

future, which an Equity Sponsor may have against the Lenders, 

New England Hydro, or any other person, and shall remain In 

full force and effect until all of the obligations of New 

England Hydro to the Lenders have been discharged. 

Each Equity Sponsor hereby waives diligence, presentment, 

demand of payment, filing of claims with a court in the event 

of merger or bankruptcy of any Lender or New England Hydro or 

any other Equity Sponsor, protest or notice with respect to 

this guarantee, and covenants that the obligations contained in 

this guarantee will not be discharged except by complete 

performance of the obligations of New England Hydro to the 

Lenders. 

B. Notwithstanding any other provision contained herein, 

each Equity Sponsor's obligations under this Section 8 shall be 

limited to its Equity Share of the Cash Deficiency attributed 

to any Credit Enhanced Participant with respect to any 

financing of New England Hydro that was credit enhanced for 

such Participant. 
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C. In no event shall the several guarantees of the Equity 

Sponsors attributable to Credit Enhanced Participants for each 

debt financing of New England Hydro exceed In the aggregat~ ~s~ 
of the aggregate amount of the obligations relating to such 

financing, provided that Equity Sponsors having an aggregate of 

at least 801 of the Equity Shares may agree to exceed such 35~ 

maximum and subject to receipt of any necessary regulatory 

'approvals, such agreement shall be binding on all Equity 

Sponsors. 

D. In no event shall Equity Sponsors be required to 

provide guarantees for a Participant w1th respect to a 

particular third party debt financing of New England Hydro If 

that would result In Credit Enhanced Participants with respect 

to that and all other outstanding financings of New England 

Hydro and New Hampshire Hydro having Participating Shares 

exceeding 35t under the Massachusetts HVDC Support Agreement, 

provided that Equity Sponsors having an aggregate of at least 

807. of the Equity Shares may agree to exceed such 35% maximum 

and subject to receipt of any necessary regulatory approvals, 

such agreement shall be binding on all Equity_ Sponsors. 

E. Each Equity Sponsor sha 11 use Its best efforts to 

obtain and assist others In obtaining all necessary regulatory 

approvals required for the several guarantees made In this 

Section. 
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Section 9. Acceotance of Partlcloatlng Shares 

A. In accordance with section 15 of the Massachusetts 

HVDC Support Agreement, If a Participant that Is a Credit 

Enhanced Participant Is terminated by New England Hydro as a 

Participant, each Equity Sponsor or Its appointee shall be 

allocated by New England Hydro Its then Equity Share of the 

Participating Share of such terminated Participant; such 

allocation to be made as of the date of such termination. Each 

Equity Sponsor or Its appointee shall accept such allocation 

from New England Hydro and shall unconditionally and absolutely 

assume the rights and obligations associated therewith from the 

date of such allocation. If a Participant that was not also a 

Credit Enhanced Participant Is terminated, then acceptance of 

any allocation shall be voluntary by any Equity Sponsor or Its 

appointee and shall be In accordance with New England Hydro's 

offer thereof. If required by New England Hydro, any Equity 

Sponsor or Its appointee assuming rights and obligations under 

the Massachusetts HVDC Support Agreement shal'l execute and 

deliver any documents necessary to effectuate such assumption. 

If any Equity Sponsor that Is the designee of a Participant Is 

unable to deliver these documents to effectuate the assumption, 

such Equity Sponsor shall take all actions necessary for the 

Participant that so designated It as an Equity Sponsor to 

assume such rights and obligations as Its appointee. 

The appointee o~ NEES shall be New England Power Company. 

The appolnteeCs> of any other Equity Sponsor shall be the 
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Particlpant<s> for which such Equity Sponsor was acting as a 

designee. Each Equity Sponsor agrees that If its appointee is 

allocated a Participating Share under the Massachusetts HVDC 

support Agreement, such Equity Sponsor shall also allocate to 

It an equal participating share and support share under the New 

Hampshire HVDC Support Agreement and New England Power and 

Boston Edison AC Support Agreements, respectively. 

B. Each Equity Sponsor shall use its best efforts to 

obtain and assist others In obtaining all necessary regulatory 

approvals required for performance of Its or its appointee's 

commitments made in this Section. 

Section 10, Qpmmltments under the AC Suoport Agreeme~ts 

A. In accordance with sections 4 of the New England Power 

and Boston Edison AC Support Agreements, If a Credit Enhanced 

Supporter thereunder Is terminated, each Equity Sponsor or Its 

appointee shall be allocated Its then Equity Share of the 

support Share of such terminated Supporter; such allocation to 

be made as of the date of such termination. Each Equity 

Sponsor or Its appointee shall accept such allocation made by 

New England Power and Boston Edison and shall unconditionally 

and absolutely assume the rights and obligations associated 

therewith from the date of such allocation. If a Supporter 

under the AC Support Agreements which is not also a Credit 

Enhanced Supporter Is terminated, then acceptance, of any 

allocation shall be voluntary by any Equity Sponsor or Its 

appointee and shall be made In accordance with New England 
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Power's and Boston Edison's offer thereof. If required by New 

England Power or Boston Edison, any Equity Sponsor or Its 

appointee assuming rights and obligations under the AC Support 

Agreements shall execute and deliver any documents necessary to 

effectuate such assumption. If any Equity Sponsor that Is a 

designee of a Participant Is unable to deliver these documents 

to effectuate the assumption, such Equity Sponsor shall take 

all actions necessary for the Participant that so designated It 

as an Equity Sponsor to assume such rights and obligation as 

Its appointee. 

The appointee of NEES shall be New England Power Company. 

The appolntee<s> of any other Equity Sponsor shall be the 

Supporter for which such Equity Sponsor was acting as a 

designee. Each Equity Sponsor agrees that If Its appointee Is 

allocated a Support Share under the New England Power and 

Boston Edison AC Support Agreements, such Equity Sponsor shall 

also allocate to It an equal participating share under the New 

Hampshire HVDC Support Agreement and Massachusetts HVDC Support 

Agreement, respectively. 

B. Recognizing th~ need to provide additional financial 

security to Induce New England Power, Boston Edison, and the 

Supporters to undertake the substantial obligations of these AC 

Support Agreements, each Equity Sponsor agrees that It shall 

absolutely and uncondl tiona lly pay <or cause Its appol ntee to 

pay>. promptly upon request and In addition to any Support 

Share payment, Its then Equity Share of any ~npald amounts 
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attributed to a Credit Enhanced Supporter as specified In, and 

In accordance with, sections 14 of these AC Support Agreem~nts 

<excluding any amounts due pursuant to sections 17 and 18 

thereof>. 

c. Each Equity Sponsor shall use Its best efforts to 

obtain and assist others In obtaining all necessary regulatory 

approvals required for performance of Its commitments made In 

thl s Section. 

Section 11. Character of Pavment Obligations 

The obligations of each Equity Sponsor to make payments 

hereunder, and to perform and observe all other agreements on 

Its part contained herein, are absolute and unconditional and 

shall not be affected by any circumstance, Including, without 

limitation, <I> any Insolvency, composition, bankruptcy, 

reorganization, arrangement, liquidation or similar proceedings 

relating to New England Hydro, New England Power Company, 

Boston Edison Company, the Equity Sponsor, any other Equity 

Sponsor, or any affiliate thereof, <II> any Invalidity or 

unenforceablllty or disaffirmance by New England Hydro or any 

Equity Sponsor of any provision of this Agreement or any 

failure, omission, delay, or Inability of New England Hydro to 

perform any of Its obligations contained herein, (Ill) any 

amendment, extension, or other change of, or any assignment or 

encumbrance of any rights or obligations under, this Agreement, 

or any waiver or other action or Inaction, or any exercise or 

nonexerclse of any right or remedy, under or in respect to this 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 391 of 732



-28-

Agreement, or (IV) any Inability of. the Equity Sponsor or any 

other Equity Sponsor to obtain regulatory approvals for 

financing Its Equity Share of any obligations under this 

Agreement or for meeting any other obligations under this 

Agreement, It being the Intention of the parties hereto that 

all amounts payable by each Equity Sponsor In respect of this 

Agreement shall begin to be payable and shall continue to be 

payable In all events In the manner and at the time herein 

provided. In that connection, each Equity Sponsor hereby 

waives, to the extent permitted by applicable law, any and all 

rights which It may now have or which may at any time hereafter 

be conferred upon It, by statute or otherwise, to terminate, 

cancel, or surrender any of Its obligations under this 

Agreement. 

Section 12. Qefault 

A. Any of the following events <Events of Default> that 

occur and are continuing are Events of Default: 

<I> An Equtty Sponsor shall fall to pay to New 

England Hydro when due any amount which It has 

agreed to pay under any provision of this 

Agreement, and such failure shall continue for 

more than 15 days after written notice thereof 

has been given to such Equity Sponsor by New 

England Hydro; or 

<II) An Equity Sponsor shall fall to supply in 

accordance with the terms hereof any 
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documentation required by New England Hydro In 

connection with financing with Lenders by New 

England Hydro <for VELCO and MMHEC, this 

Includes documentation for their respective 

contracting electric systems>, and such failure 

sha 11 contl nue for more than 30 days after 

written notice of such failure has been given 

to such Equity Sponsor by New England Hydro; or 

<Ill) An Equity Sponsor shall fall to perform any 

other obligation under this Agreement In 

accordance with the terms hereof, and such 

failure shall continue for more than 30 days 

after written ·notice thereof has been given to 

such Equity Sponsor or any of Its affiliates by 

New England Hydro. 

<lv> An Equity Sponsor shall experience an event of 

default under the Equity Funding Agreement for 

New Hampshire Hydro. 

B. If an Event of Default under Section 12A<I> above 

shall have occurred, New England Hydro may, by written notice 

to each Equity Sponsor, request that the nondefaultlng Equity 

Sponsors on a voluntary basts make the overdue payment to New 

England Hydro, provided that similar voluntary payments are 

made under the E.qutty Funding Agreement for New Hampshire Hydro. 

C. New England Hydro or any Equity Sponsor shall be free 

• to Invoke such remedies at law or In equity as may be deemed 
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. ~ropr\ate aga\nst any Equ\ty Sponsor that defaults under th\s 

Agreement. 

Section 13. Restrictions on Transfer of eommon Stock 

Each Equ\ty Sponsor agrees that \t w\11 not transfer any or 

all of Its common stock of New England Hydro to any other 

person· unless such person Is an Equity Sponsor or meets the 

requirements for being an Equ!ty Sponsor under sections 4B or 

4C or 40 or 4F ·hereof as of the date of such transfer and a 

similar transfer Is made under the Equity Funding Agreement for 

New Hampshire Hydro. 

Section 14. Plyldends on Commpn Stock 

Any Equ!ty Sponsor may direct New England Hydro to w!thhold 

the payment of a dlv!dend to such Equity Sponsor and apply such 

d!vidend to reduce the current or the next Support Charge 

payment required to be made under the Massachusetts HVDC 

Support Agreement by such Equity Sponsor or \ts appointee. 

Sect!on 15. Res~ns on Plvldends. Return of Capital and 
Repurchase of Qpmmon Stock 

Any Equ!ty Sponsor which Is in default hereunder pursuant 

to Section 12 Is not entitled to receive any amounts from New 

England Hydro representing such Equity Sponsor's then Equity 

Share of dividends, return of capital, or proceeds from any 

repurchase of common stock until all amounts <Including 

Interest thereon at an annual rate equal to two percent over 

the current interest rate on prime commercial loans from time 

to time in effect at the principal off!ce of the Flrst National 

Bank of Boston> owed by such Equity Sponsor to New Eng' 

Hydro have been paid. 

Section 16. Certain Actions of New England Hydro 

A. New England Hydro shall not take any of the following 

actions without prior written approval of Equ!ty Sponsors 

having at that time at least Bot of the Equity Shares: 

<I> Amend New England Hydro's articles of 

organization or by-laws to adversely affect the 

rights of the Equity Sponsors as stockholders 

In a material manner under the Basic 

Agreements, unless such amendment Is required 

by regulation or law; and 

<II> ·Merge, consolidate, or sell all or 

substantially all of the assets of New England 

Hydro not otherwise permitted by the 

Massachusetts HVDC Suppor~ Agreement. 

B. New England Hydro. shall distribute In a timely manner 

to each Equity Sponsor copies of <a> Its annual audtted 

financial statements, <b> notices of all of Its directors' and 

stockholders' meetings <Including any committees thereof>, and 

<c> minutes of all of Its directors' and stockholders' meet\ngs. 

Section 17. Miscellaneous 

A. Successors and AssIgns. Thl s Agreement sha 11 be 

binding upon and shall Inure to the benefit of, and may be 

performed by, the SIJccessors and assigns of the parties and 

shall also be binding, Insofar as permitted by law, on any 
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receiver or trustee In bankruptcy, receivership, or 

reorganization of any party. Except for a transfer of any or 

all of an Equity Sponsor's Equity Share prior to the Effective 

Date as provided In Section SB hereof, no assignment of this 

Agreement shall operate to relieve the assignor of Its 

obligations under this Agreement without the written consent of 

the parties hereto. Hrltten notice to all parties will be 

given prior to any assignment hereunder. 

Notwithstanding the above, New England Hydro may 

collaterally assign this Agreement without the consent of the 

Equity Sponsors In connection with a third party financing by 

New England Hydro. 

B. Right of setoff .. No Equity Sponsor shall be entltt!G 

to set off against the payments required to be made by It 

hereunder <1> any amounts owed to It by New· England Hydro, 1n:y 

affiliate of New England Hydro, or any other Equity Sponsor.~ 

<2> the amount of any claim by It against New England Hydro, 

any affiliate of New England Hydro, or any other Equity 

Sponsor. However, the foregoing shall not affect In any other 

way any Equity Sponsor's rights and remedies with respect to 

any such amounts owed to It by New England Hydro, any affiliate 

of New England Hydro, or any other Equ1ty Sponsor or any such 

claim by It against New England Hydro or any other Equity 

Sponsor. 

c. Amendments. Any amendments changing the Equity Shares 

of the Equity Sponsors or the several nature of the obllgatiocs 
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and rights of the Equity Sponsors hereunder as specified In 

Section 6, shall require consent by all parties. In the event 

that an Equity Sponsor Is obligated to acquire Equity Shares 

hereunder and does not pay for such Shares, then such Shares 

will not be Issued to him and such Equity Sponsor's Equity 

Share will be reduced accordingly. All other amendments to 

this Agreement shall be by mutual agreement of New England 

Hydro and Equity Sponsors owning Equity Shares aggregating at 

least 801, evidenced by a written amendment signed by New 

England Hydro and such Equity Sponsors; and New England Hydro 

and all Equity Sponsors shall be bound by any such amendment. 

D. ~. Except as the parties may otherwise agree, 

any notice, request, bill, or other communication relating to 

this Agreement, or the rights, obligations or performance of 

the parties hereunder, shall be In writing and shall be 

effective upon delivery. Any such communication shall be 

considered as duly delivered when delivered In person or mailed 

by registered or certified mall, postage prepaid, to the 

re.spectlve post office address of the other parties shown 

following the signatures of such other parties hereto, or such 

other address as may be designated by written notice given as 

provided In this paragraph D. 

E. Govern! na_.J.l!!. Thl s Agreement sha 11 be governed by 

and construed and enforced In accordance with the laws of The 

Commonwealth of Massachusetts. 

' 
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F. Qtlw:. 

<1> No action, regardless of form, arising out of this 

Agreement may be brought by any party hereto more than three 

years after the cause of action has arisen. 

<2> In the event that any clause or provision of this 

Agreement, or any part thereof, shall be declared Invalid or 

unenforceable by any court having jurisdiction, such Invalidity 

or unenforceab111ty shall not affect the validity or 

enforceability of the remaining portions of this Agreement. 

<3> All provisions of this Agreement providing for 

limitation of, or protection against, liability shall apply to 

the full extent permitted by law, and regardless of fault, and 

shall survive either termination pursuant to this Agreement or 

cancellation. 

<4> Each party shall, upon request of another party, 

execute and deliver any document reasonably required to 

Implement any provision hereof. 

<5> Any number of counterparts of this Agreement may be 

executed and each shall have the same force and effect as the 

original. 

<6> This Agreement, with the other Basic Agreements. 

Preliminary Quebec Interconnection Support Agreement -

Phase II, the agreements wl th Hydro-Quebec. regardIng Phue :i::i:. 

and the basic agreements covering Phase I shall constitute tia, 

entire understanding among the parties and shall supersede~ 

and all previous understandings pertaining to the subject 

matter of this Agreement. 

~,,, ·•{:,' 
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<7> Terms defined In the Massachusetts HVOC Support 

Agreement and the New England Power and Boston Edison AC 

Support Agreements used In this Equity Funding Agreement sha~l 

be Incorporated herein as defined In such Agreements unless the 

context Indicates otherwise. 

<B> This Agreement Is the act and obligation of the 

parties hereto In their corporate or governmental capacity, and 

·any claim hereunder against any shareholder, director, officer, 

employee, or agent of any party, as such, Is expressly waived. 

IN HITNESS HHEREOF, the signatories have caused this 

Agreement to be executed by their duly authorized officers or 

agents. 

NEH ENGLAND HYDRO-TRANSMISSION 
ELECTRIC COMPANY, INC. 

s/R.O. Bigelow 

By: 
Its President 

Address: 25 Research Drive 
Hestborough, MA 01582 
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NORTHEAST UTILITIES 

s/Hilllam B. Ellis 

By: 
Its Chairman 

Address: c/o Northeast Utilities 
Ser'' Ice Company 
P.O. Box 270 
Hartford, Connecticut 
06141-0270 

Article 32 of the Declaration of Trust of Northeast Utlllt1.s 
dated January 15, 1927, as amended, provides as follows: 

No shareholder shall be held to any liability whatever 
for the payment of any sum of money, or for damages or 
otherwise under any contract, obligation or undertaking .a=e. 
entered Into or Issued by the Trustees or by any officer, 
agent or representative elected or appointed by the Trusterl 
and no such contract, obligation or undertaking shall be 
enforceable against the Trustees or any of them In their 01' 
his Individual capacities or capacity and all such contracts. 
obligations and undertakings shall be enforceable only 
against the Trustees as such and every person, firm, 
association, trust and corporation having any claim or ~ 
arising out of any such contract, obligation or undertaktc; 
shall look only to the trust estate for the payment or 
satisfaction thereof. It shall be the duty of the Trustee~ 
and each of them and of every officer, agent or 
representative elected or appointed by them to Include In 
every written agreement entered Into by them or any of thea 
as herein provided, a statement of the Immunity provided ~ 
this article for the Shareholders and for the Trustees a~ 
Individuals, and neither the Trustees nor any of them nor~ 
officer, agent or representative appointed or elected by~ 
shall have any power or authority to enter Into any agr~ 
or Incur any obligation as herein provided except In 
accordance with the provisions of this Article. 

In case any Shareholder shall at any time for any rH:soat 
be held to or be under any personal liability whatever ~·~~ 
by reason of his being or having been a Shareholder and ace 
by reason of hi~ acts or omissions as a Shareholder, tnrc 
such Shareholder <or his heirs, executors, administrators, :r 
other legal representatives> shall be held harmless and 
Indemnified out of the trust estate from and of all loss. 
liability or expense by reason of such liability. 

Vermont Electric Power 
Company, Inc., as agent 
for the Vermont electric 
utilities named, and 
with authority to bind 
each such utility to 
the extent of.the 
percentage Interest of 
the VELCO Equity Share 
allocated hereunder 
that Is specified, on 
Schedule 1 to this 
signature page. 
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VERMONT ELECTRIC POWER COMPANY, INC. 

s/S. John Zuckernlck 

By: 
Its President 

Address: P.O. Box 548 
Rutland, VT 05701-0548 

BOSTON EDISON COMPANY 

s/Stephen J. Sweeney 

By: 
Its President & Chief Executive Officer 

Address: 800 Boylston Street 
Boston, MA 02199 

CHICOPEE MUNICIPAL LIGHTING PLANT 

s/Herve L. Plasse 

By: 
Its Manager 

Address: 725 Front Street 
Chicopee, MA 01020 

CANAL ELECTRIC COMPANY 

s/Jeremlah V. Donovan 

By: 
Its President 

Address: 2421 Cranberry Highway 
Hareham, MA 02571 
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MONTAUP ELECTRIC COMPANY 

s/Arthur A. Hatch 

~: ------~~--------------Its V\ce Pres\dent 
c/o Eastern Ut\1\t\es Assoc\ates 
Address: P. 0. Box 2333 

Boston, MA 02107 

TAUNTON MUNICIPAL LIGHTING PLANT 

s/Joseph H. Blain 

By: 
Its General Manager 

Address: 55 Heir Street 
Taunton, HA 02780 

CONNECTICUT MUNICIPAL ELECTRIC ENERGY 
COOPERATIVE 

s/Haurlce R. Scully 

By: 
Its Executive Director 

Address: 268 Thomas Road 
Groton, CT 06340 

NEWPORT ELECTRIC CORPORAT~ON 

s/Elllot G. Hhltney 

By: 
Its Pres\dent & General Manager 

Address: 12 Turner Road 
Middletown, R.I. 02840-0011 

MASSACHUSETTS MUNICIPAL WHOLESALE 
ELECTRIC COMPANY 

s/Gary L. Hunt 

By --------------------.----
Its General Manager 

Address: P. 0. Box 426 
Ludlow, MA 01056 

Town of Middleborough 

Town of Wakefield 

Town of North Attleboro 
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PEABODY MUNICIPAL LIGHT PLANT 

s/Bruce P. Patten 

By: 
Its Manager 

Address: 70 Endicott Street 
Peabody, HA 01960 

TOHN OF MIDDLEBOROUGH 

s/John H. Dunfey 

By: Its ~Ge~n~e~ra~l~Ha_n_a_g-er ____________ __ 

Address: 32 South Main Street 
Middleborough, HA 02346 

Light Department's 
1980 Kllowatthour load 92,081.000 

TOHN OF HAKEFIELD 

s/Hilllam J. Hallace 

By: Its ~Ma~n~a~ge_r __________________ __ 

Hakefleld Mun. Lt. Dept. 
Address: 9 Albion Street 

Hakef\eld, HA 01880 

Light Department's 
1980 Kllowatthour load 107 609,000 

TOHN OF NORTH ATTLEBORO 

s/Davld Sweetland 

~: ~---------------Its Manager 

Address: P.O. Box 790 
North Attleboro, MA 02761 

Light Department's 
1980 Kllowatthour load 93,816,000 
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Town of Boylston 

Town of Hingham 
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TOHN OF BOYLSTON 

s/Edward H. Kimbell 

~: ~------------------Its Manager 

Address: Sanatorium Road 
Boylston, MA 01505 

Light Department's 
1980 Kllowatthour load 17 3Z4.000 

TOHN OF HINGHAM 

s/Joseph R. Spadea, Jr. 

By: ~-------------------Its Manager 

Address: Hingham Municipal Lighting Pl~ 
19 Elm Street 
Hingham, MA 02043 

Light Department's 
1980 Kllowatthour load 103,929 000 

TOHN OF HUDSON 

s/Horst Huehmer 

~: ~-------------------Its Manager 

Address: TOHN OF HUDSON, 
Light & Power Department, 
49 Forest Ave. 
Hudson, MA 

HESTFIELD GAS & ELECTRIC LIGHT DEPAR~ 

s/Danlel ·Go lube~ 

~: -----------------------Its Manager 

Address: 100 Elm Street 
Hestfleld, MA 01085 

Town of Braintree 

Town of Danvers 

Town of Hest Boylston 
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TOHN OF BRAINTREE ElECTRIC LIGHT DEPARTMENT 

s/Halter R. McGrath 

By: ~--~~-------------Its General Manager 

Address: 44 Allen Street 
Braintree, MA 021B4 

Light Department's 
1980 Kllowatthour load Z67.Z89.000 

TOHN OF DANVERS 

s/Hayne P. Marquis 

By: -----------------------Its Town Manager 

s/Michael H. Madore 

By: ~~~~--~~~~-----Its Electric Superintendent 

Address: Electric Division 
2 Burroughs Street 
Danvers, MA 01923 

Light Department's 
1980 Kllowatthour load Z06,806,000 

TOHN OF HEST BOYLSTON 

s/Charles H. Coughlin 

~: ~------~-----------Its Manager 

Address: 4 Crescent Street 
Hest Boylston, MA 01583 

Light Department's 
1980 Kllowatthour load 43.974,000 
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City of Holyoke 

Town of Reading 

Town of South Hadley 
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CITY OF HOLYOKE 

s/G.E. Leary 

By: ~------------------------------Its Manager 

Address: Gas & Electric Department 
70 Suffolk Street 
Holyoke, MA 01040 

Light Department's 
1980 Kllowatthour load 232 301.707 

TOHN OF READING 

s/Allan Ames 

By: Its =se_c_r_e~t-ar-y-.~Re_a_d~l-n-g'""M:-u-n:-lc-:l'""p-a~l---

Llght Board 

Address: 25 Haven Street 
P.O. Box 150 
Reading, MA 01867 

Light Department's 
1980 Kllowatthour load 401.794.849 

CONCORD MUNICIPAL LIGHT PLANT 

s/Steven E. Shelffer 

By: =-~~-------------------Its Town Manager 

Address: 135 Keyes Road 
Concord, MA 01742 

TOHN OF SOUTH HADLEY 

s/Hayne D. Doerpholz 

~: ~-----------------------------Its Manager 

Address: 85 Main Street 
South Hadley, MA 

Light Department's 
1980 Kllowatthour load 99 981,000 

Town of Groton 

Town of Shrewsbury 
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TOHN OF GROTON 

s/Roger H. Beeltje 

By: 
Its ;;Ma:-:n:-:a-g-=-er-o-:f-:M:-u-n:-1 c-:1'""p-a~l '""L_g..,...h-t-. --

Address: Groton Electric Light Department 
Station Avenue 
Groton, MA 01450 

Light Department's 
1980 Kllowatthour load 22,908,000 

TOHN OF SHREHSBURY 

s/Thomas R. Josle 

By: 
Its Acting General Mgr. 

Address: 100 Maple Avenue 
Shrewsbury, MA 01545 

Light Department's 
1980 Kllowatthour load 146.303 ooo 

NEH ENGLAND ELECTRIC SYSTEM 

s/Alfred D. Houston 

By: Its ;;V7lc:-:e~Pr_e_s~ld~e-n~t--~F~l-na_n_c_e ___ ___ 

Address: 25 Research Drive 
Westborough, MA 01582 

The name "New England Electric System" means the trustee or 
trustees for the time being <as trustee or trustees but not 
personally) under an agreement and declaration of trust dated 
January 2. 1926, as amended, which Is hereby referred to, and a 
copy of which as amended has been filed with the Secretary of 
the Commonwealth of Massachusetts. Any agreement, obligation 
or liability made, entered Into or Incurred by or on behalf of 
New England Electric System binds only its trust estate, and 
no shareholder, director, trustee, officer or agent thereof 
assumes or shall be held to any liability therefor. 
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With respect to the Equ1ty Sponsors' comm1tments under Sect1on 
10 hereof, New England Power Company hereby acknowledges these 
commitments. 

NEW ENGLAND POWER COMPANY 

s/R.H. Mclaren 

By: ------------------------
Its Ass1stant Treasurer 

Address: 25 Research Drive 
Westborough, HA 01581 

- --- ------------------
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VELCO SCHEDULE 1 

Percentage Interest 

Citizens Utl11tles Company 

Frank11n Electric L1ght Company 

Green Mountain Power Corporat1on 

1.1155 

0.0433 

3.1800 

4.3388 
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Schedule II 

Massachusetts Municipal Wholesale Electric Company 
Contracting Electric Systems 

Massachusetts Systems 

Town of Ashburnham Municipal Light Plant 
Town of Georgetown Municipal Light Department 
Town of Hull Municipal Lighting Plant 
Town of Littleton Electric Light Department 
Town of Mansfield Municipal Electric Department 
Town of Marblehead Municipal Light Department 
Town of Middleton Municipal Electric Department 
Town of Paxton Municipal Light Department 
Town of Templeton Municipal Lighting Plant 

Rhode Island System 

Pascoag Fire District 

'' 
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ATTACHMENT A 

List of Equity SPonsors 

New England Hydro will supply a list of Equity Sponsors as of 
the date of Initial computation and as of each date thereafter that 
the list changes. 

As of february 1 1988 <1> 

Equity Sponsors 

New England Electric System 
Northeast Utilities 
Boston Edison 
Vermont Electric Power <2> 
Canal Electric 
Montaup 
Conn. Municipal Electric Coop. 
Reading 
Newport Electric 
Taunton 
Chicopee 
Braintree 
Peabody 
HolyoKe Gas & Electric 
Westfield 
Danvers 
Shrewsbury 
Hudson 
WaKefield 
Hingham 
Concord 
North Attleboro 
Middleborough 
Hest Boylston 
Groton 

Equity Share <l> 

51.0000 
22.4245 
10.9335 
4.3388 
3.3B85 
3.2435 
0.8312 
0.4638 
0.4426 
0.3547 
0.3145 
0.2995 
0.2746 
0.2362 
0.2528 
0.2393 
o. 1612 
0.1474 
0.1245 
0.1203 
0.1161 
o. 1086 
0.1065 
0.0509 
0.0265 

100.0000 

<1> Boylston and South Hadley signed the Equity Funding Agreements, 
but have not qualified as Equity Sponsors. 

<2> VELCo has ii9fled as agent for: 

Green Mountain Power 
Citizens Utilities 
FranKlin Electric 

3.180ot 
1.1155 
Q...Qill 

4.3388% 
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ATTACHMENT B 

Forms of the following documentation: 

1. Opinion of Counsel 

2. Certificate 

3. Incumbency and Signature Certificate 

4. Directors' Vote 

(Please note - governmental entitles may make appropriate 
modifications to these documents to reflect that they are not 
corporations.] 

'' 

\ 
_) 
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[Form of Opinion of Counsel for Each Utility Participant] 

New England Hydro-Transmission 
Electric Company, Inc.; 

New England Hydro Transmission 
Corporation; or 

New England. Power Company 

Gent)emen: 

This opinion Is furnished In connection with the execution 
and delivery by <the Company> of 
the following Agreements: 

He have acted as counsel to the Company, one of the Utility 
Participants, In connection with the execution and delivery of 
the Basic Agreements. He participated in reviewing and/or 
drafting the Agreements. · 

As general [special] counsel to the Company, we are 
generally familiar with Its affairs. [If special counsel is 
giving the opinion, describe relationship to the Company.] He 
have reviewed the proceedings taken by the Company IR 
connection with Its authorization, execution, and delivery of 
the Agreements and any documentation supplied by the Company 
thereunder. He have also examined executed counterparts of the 
Agreements, have made such other Investigation, and have 
examined such other records and documents, and have made such 
examination of law and satisfied ourselves as to such other 
matters as we have deemed relevant and necessary In order to 
enable us to express the opinions set forth below. 

Based upon and subject to the foregoing and to the further 
qualifications In this opinion, we are of the opinion that: 

1. The Company Is a corporation duly organized, validly 
existing and In good standing under the laws of [the 
jurisdiction of Its Incorporation], has the corporate power to 
own Its assets and to transact the business In which It Is 
engaged, and 1s duly qualified as a foreign corporation ·In, and 
Is In good standing under the laws of, each jurisdiction In 
which the conduct of Its business or the ownership of Its 
assets requires such qualification. 

2. The Company has <and In the case of the Agreements at 
the time of e~ecutlon and delivery thereof, had> full corporate 
power, and legal right to execute, deliver and perform the 
Agreements, and the Company has taken all necessary corporate 
action to authorize the execution, delivery, and performance by 
It of the Agreements. 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 402 of 732



-SO-

3. The execution, delivery, and performance by the Company 
of the Agreements do not <a> contravene the Company's [charter 
documents] or by-laws, Cb) violate any applicable law, rule, 
regulation, order, writ, judgment, Injunction, decree, or award 
known to us by which the Company Is bound, Cc> violate any · 
Indenture, Instrument, or agreement known to us by which the 
Company Is bound, or Cd> result In or require the creation or 
the Imposition of any lien pursuant to the provisions of any 
Indenture, Instrument, or agreement known to us by which the 
Company Is bound. 

4. No authorization, approval, consent, or other action 
by, and no notice to or filing with, any federal, state, or 
other governmental authority or regulatory body which has not 
been obtained or given and Is not In full force and effect Is 
required for the valid and lawful execution, delivery, and 
performance by the Company of the Agreements. [In this 
connection, to the extent It may be required by law, the 
approval of the Massachusetts Department of Public Utilities 
[Connecticut PUC, or other] has been given for the Agreements 
and the Company's performance thereunder by order<s> 
dated , which remains In full force and 
effect.] 

s. The Agreements have each been duly executed and 
delivered by the Company and constitute the legal, valid, and 
binding obligations of the Company enforceable against It In 
accordance with their respective terms. 

6. No action, suit, proceeding, or Investigation at law or 
In equity or by or before any governmental lnstru~entallty or 
other agency now pending or threatened against or affecting the 
Company or Its property or rights which, If adversely 
determined, would materially Impair the ability of the Company 
to perform Its obligations under the Agreements Is known to us. 

Our opinion that the Agreements are enforceable, each In 
accordance with the terms thereof, Is qualified to the extent 
that the enforcement of the rights and remedies created thereby 
Is subject to bankruptcy, Insolvency, reorganization, and 
similar laws of general application affecting the rights and 
remedies of creditors and secured parties, and to the further 
extent that the availability of the remedies of specific 
enforcement, injunctive relief, or any other equitable remedy 
Is subject to the discretion of the court before which any 
proceeding therefor may be brought. 

Very truly yours, 
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CERTIFICATE 

I, <Insert name>, the Clerk Cor Secretary or other 
principal recording officer> of <Insert name of Utility 
Participant>. a ctnsert. state of organization> Cthe "Company") 
do hereby certify that: 

<1> Attached hereto as Exhibit A Is a true and correct 
copy of a vote duly adopted at a meeting of the Board of 
Directors of the Company, duly called and held on • 
198_, and that such vote and the authority vested thereby have 
not been amended or revoked and are still In full force and 
effect. 

<2> Attached hereto as Exhibit B Is a true and correct 
copy of the Articles of Organization <or other charter 
documents> of the Company, as amended and In effect as of the 
date of this Certificate. 

<3> Attached hereto as £~ Is a true and correct 
copy of the By-Laws of the Company, as amended and In effect as 
of the date of this Certificate. 

<4> The persons <or person> listed on Exhibit D have been 
duly elected to the offices set forth adjacent to their 
respective names since the first day of June, 1985, and the 
signatures adjacent to their respective names are the genuine 
signatures of said officers. 

IN WITNESS WHEREOF, have placed my hand and the seal of 
the Company this ____ day of , 198_. 

By -----------

Name: 
Title: 
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CONFIRMATION OF INCUMBENCY AND SIGNATURE OF 
CLERK SECRETARY OR OTHER PRINCIPAL REQQRPING OFFICER 

I, <name>. <title> of the Company, do hereby certify that 
<name of officer executing certificate> Is and at all times 
subsequent to , 198_, has been the duly elected 
<title> of the Company and that the signature adjacent to his 
<or her> name Is the genuine signature ·of said officer. 

By-----------
Name: 
Title: 
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fORM Of PIRECTORS' VOTE APPROVING AGREEMENTS 

YQIEO: That In connection with this Company's participation 
In the Phase ~I expansion of the proposed · 
Interconnection between the New England Power Pool 
companies and Hydro-Quebec, the execution and delivery 
on behalf of this Company by---=---~~
President, of the following agreements: (being 
collectively referred to In this vote as "Agreements"> 
copies of which Agreements have been presented at this 
meeting, are hereby authorized, approved, ratified, 
and confirmed, and that the officers of this Company 
are further authorized severally to take any and all 
such further actions Including the execution and 
delivery of such further documents, as such officers 
or any of them may deem necessary or appropriate In 
connection wlth the actions and documents authorized 
by thl s vote. 
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ATTACHMENT C 

Subscription Process for oetermlnlng 
Equity Shares under Section S<B> 

After allocation of 511 of the Equity Shares to NEES 
pursuant to Section 5<B><l>. the Equity Shares shall be 
allocated to Equity Sponsors other than NEES as follows: 

<a> Each other Equity Sponsor shall be entitled to a pro 
rata share of the remainder based on the Participating 
Share of such Equity Sponsor or tha Partlcipant<s> 
that has designated It as an Equity Sponsor as a 
percentage of Participating Shares of all other Equity 
Sponsors or such Participants as shown In the 
Massachusetts HVDC Support Agreement. For the purpose 
of this calculation, the Participating Share of each 
Equity Sponsor designated by VELCO shall be deemed to 
be a pro rata share of VELCO's Participating Share 
based on the ratio of such Equity Sponsor's 1980 kwh 
load to the aggregate 1980 kwh load of all Equity 
Sponsors designated by VELCO. 

<b> Upon execution of this Agreement, each other Equity 
Sponsor may subscribe for more or less than Its share 
under <a> above. 

(C) 

(d) 

<e> 

Upon execution of this Agreement, each other Equity 
Sponsor may specify a maximum limit on Its share of 
such remainder that would apply to any allocations 
made on or before June 1, 1986 or such later deadline 
date as Is fixed pursuant to Section 2 hereof. 

If there are no undersubscrlptlons or 
oversubscriptions under <b> above or If the sum of the 
shares under <a> or <b> above for all Equity Sponsors 
equals 100% of such remaining shares, then each Equity 
Sponsor shall have a share as determined under <a> or 
<b> above. <For the purposes of this attachment, 
oversubscription shall mean, with respect to any 
Equity Sponsor, a subscription under <b> above of more 
than Its share under <a> above. For the same 
purposes, undersubscr!pt!on shall mean, with respect 
to any Equity Sponsor, a subscription under <b> above 
of less than Its share under <a> above. The amount of 
such oversubscription shall be equal to (b) minus <a> 
and the amount of such undersubscrlpt!on shall be 
equal to <a> minus <b>.> 

If there are undersubscrlptlons but not 
oversubscriptions or If there are oversubscriptions 

) 
./ 

', 
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but no undersubscr!pt!ons, then each Equity Sponsor 
shall have a share as determined under <a> above; 
provided, however, that no Equity Sponsor shall be 
allocated more than Its specified limit under <c> 
above. If the sum of all shares heretofore allocated 
Is less than 100%, any remaining share shall be 
allocated to all Equity Sponsors that have received 
shares less than their limits under <c> above, pro 
rata by the difference between their limits under <c> 
above and their shares as heretofore allocated. 

<f> If the net result of subtracting the aggregate amount 
of all undersubscr!ptlons from the aggregate amount of 
all oversubscriptions Is greater than zero, the 
aggregate amount of all oversubscriptions must be 
reduced to the aggregate amount of all 
undersubscript!ons. This amount shall be referred to 
as the total permitted amount of oversubscriptions. 
Each oversubscriber shall Initially be allocated a 
share of the total permitted amount of 
oversubscriptions <pro rata by the Participating 
Shares of the oversubscribers or their designators as 
shown in the Massachusetts HVDC Support Agreement>; 
provided that no oversubscriber shall be allocated 
more than Its requested amount under (b) above. Any 
remaining unallocated portion of the total permitted 
amount of oversubscriptions shall be allocated to all 
oversubscr!bers that have not yet reached their 
requested amount under <b> above pro rata by the 
differences bet~een their requested shares under <b> 
above and thelr shares as heretofore allocated. 

<g> If the net result of subtracting the aggregate amount 
of all oversubscriptions from the aggregate amount of 
all undersubscriptlons Is greater than zero, the 
aggregate amount of all undersubscriptlons must be 
reduced to the aggregate amount of all 
oversubscriptions. This amount shall be referred to 
as the total permitted amount of undersubscr!pt!ons. 
The total permitted amount of undersubscrlpt!ons shall 
be allocated to the undersubscribers pro rata by the 
amounts of their undersubscrlpt!ons; provided, 
however, that no EQuity Sponsor shall be allocated 
more than Its specified limit under <c> above. If the 
sum of all shares heretofore allocated Is less than 
100%, any remaining share shall be allocated to all 
Equity Sponsors that have received shares less than 
their 1 imits under <c> above, pro rata by the 
difference between their limits under <c> above and 
their shares as heretofore allocated. 
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<h> If Equity Shares are required to be changed pursuant 
to subpart <I> or <II> of Section S<a>, this 
reallocation shall be accomplished In accordance with 
this Attachment Con the basis of the subscriptions 
Initially made under <b> and the maximum limits 
specified under <c> by each continuing Equity Sponsor, 
and giving effect to the termination of any Equity 
Sponsor pursuant to said subpart <I> or <II>. 

"J 
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EQUITY FUNDING AGREEMENT 

FOR 

NEH ENGLAND HYDRO-TRANSMISSION CORPORATION 

This AGREEMENT dated as of June 1, 1985, Is between New 

England Hydro-Transmission Corporation <New Hampshire Hydro> 

and the New England entitles listed In Attachment A hereto. 

Those New England entitles that have executed this Agreement 

and that meet the further conditions for participation and 

qualification hereunder are hereinafter referred to as Equity 

Sponsors or Individually as an Equity Sponsor. The Equity 

Sponsors are sometimes referred to collectively herein, but 

their rights and obligations hereunder are several and not 

joint as described In Section 6 hereof. 

In consideration of the premises, the concurrent execution 

of the other Basic Agreements hereinafter referred to, the 

mutual covenants hereinafter and therein set forth, and other 

good and valuable consideration, receipt whereof Is hereby 

acknowledged, It Is hereby agreed as follows: 

Section 1. Basic Understandings and Purpose 

New England utilities are currently participating In the 

arrangements for the Phase I Interconnection planned by the New 

England Power Pool <NEPOOL> with Hydro-Quebec, which Is to 

consist of a± 450 kV HVDC transmission line from a terminal at 

the Des Cantons Sub~tat!on on the Hydro-Quebec system near 
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Sherbrooke, Quebec to a terminal having an approximate rating 

of 690 MH at a substation at the Comerford Generating Statton 

on the Connecticut River <hereinafter referred to as Phase I>. 

The baste arrangements covering the portion of Phase I In the 

United States are set forth In the New England Power Pool 

Agreement, as amended <the NEPOOL Agreement>. and three 

contracts among the participants In Phase I as follows: 

I. Vermont Transmission Line Support Agreement, dated as 

of December I, 1981, as amended, with Vermont Electric 

Transmission Company, Inc. 

2. Phase I Terminal Facilities Support Agreement, dated 

as of December I, 1981, as amended, with New England 

Electric Transmission Corporation, and 

3. Agreement Hlth Respect To Use Of Quebec 

Interconnection, dated as of December I, 1981, as 

amended, Including the restatement thereof In 

connection with Phase II <this Agreement as restated 

to cover Phase II Is hereinafter referred to as the 

Use Agreement>. 

These Phase I Interconnection facilities are currently under 

construction with completion scheduled during 1986. 

Hlth the completion of arrangements for Phase I and the 

related contracts with Hydro-Quebec, the members of NEPOOL have 

conducted studies of the benefits of an expanded 

Interconnection for NEPOOL with Hydro-Quebec <Phase II> and 

-
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have negotiated wtth Hydro-Quebec a ftrm energy arrangemer.t :: 

uttltze the expanded Interconnection facilities. 

The portion of Phase II tn the United States will consist 

of an extension of the Phase I DC transmission line from the 

proposed terminus of Phase I at the Comerford Statton through 

New Hampshire to· a site tn Massachusetts with additional 

terminal facilities Installed at that site to Increase the 

total transfer capacity between Hydro Quebec and NEPOOL from 

the 690 MH of Phase I to approximately 2000 MH. Reinforcements 

to the existing AC transmission system of New England Power and 

to certain AC facilities of Boston Edison Company will also be 

required. The United States portion of the Phase II !acllttles 

will be designated as pool-planned facilities In the same 

manner as the United States portion of the Phase I facilities 

was so designated. 

Each Equity Sponsor acknowledges that It has been 

represented on the Executive and Planning Committees of NEPOOL 

that had responsibility for evaluating the feasibility of Phase 

II and, through this representation, actively participated In 

the decision of NEPOOL to go forward with Phase II. 

Furthermore, each Equity Sponsor represents that It made Its 

own Independent Investigations and Inquiries as It deemed 

appropriate and did not rely upon representations <other than 

those contained In this Agreement> of New Hampshire Hydro or 

Its affiliates In deciding to enter Into this Agreement. 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 410 of 732



-4-

The sharing of benefits among the New England utilities 

associated with Phase II Is set forth In the Use Agreement. 

The Use Agreement also permits each New England utility to make 

Its own entitlement transactions with Hydro Quebec and to use 

the Interconnection for such transactions. 

The provisions of the Phase II Massachusetts Transmission 

Facilities Support Agreement <Massachusetts HVDC Support 

Agreement> cover the Phase II Massachusetts HVDC transmission 

line and terminal facilities In Massachusetts. New England 

Hydro-Transmission Electric Company, Inc. <New England Hydro> 

will build, own, operate, and maintain those Massachusetts HVDC 

transmission facilities. 

The portion of the Phase II HVDC transmission line to be 

constructed In New Hampshire Is covered under the Phase II New 

Hampshire Transmission Facilities Support Agreement <New 

Hampshire HVDC Support Agreement>. New Hampshire Hydro will 

build, own, operate, and maintain those New Hampshire HVDC 

transmission facilities. 

All Improvements and reinforcements to the AC transmission 

system In Massachusetts necessitated by Phase II are covered 

under the Phase II New England Power AC Facilities Support 

Agreement <New England Power AC Support Agreement> and the 

Phase II Boston Edl~on AC Facilities Support Agreement <Boston 

Edison AC Support Agreement>. 

-5-

The provisions of this Agreement cover the commitments of 

the Equity Sponsors of New Hampshire Hydro to contribute equHy 

funds to New Hampshire Hydro, to provide certain limited credit 

support In· connection with debt financing of New Hampshire 

Hydro, and to accept an allocation of a share of Phase II In 

the event of a default by certain participating New England 

utilities under certain other Basic Agreements. 

In view of the need to formalize the agreements among the 

parties at an early date so that <I> binding commitments with 

Hydro Quebec for Phase II may be made, <Ill binding commitments 

for ultimate construction and the financing of the United 

States portion of Phase II may be undertaken consistent with 

the time schedule anticipated by NEPOOL and with the assurance 

that commitments among the New England utilities are In place, 

and Cllll licensing activities may proceed on a schedule that 

enables completion of such construction consistent with the 

time schedule anticipated by NEPOOL, the following agreements 

are concurrently being entered Into <the "Basic Agreements"> 

which collectively set forth rights and obligations with. 

respect to the foregoing undertaking: Cl> this Agreement; C2> 

the Massachusetts HVDC Support Agreement; C3> the New Hampshire 

HVDC Support Agreement; <4> the Equity Funding Agreement for 

New England Hydro; <S> the New England Power AC Support 

Agreement; C6l the Use Agreement; C7> various amendments to the 

NEPOOL Agreement relating to the sharing of savings, capability 

responsibilities, and Pool transmission arrangements; and <B> 

the Boston Edison AC Support Agreement. 
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In order to coordinate each participating utility's 

Interest In Phase II to the fullest extent possible, each of 

the following Baste Agreements have been drafted with the 

Intent that the participating Interest of each participating 

uttltty will be the same under each agreement: the 

Massachusetts HVDC Support Agreement, the New Hampshire HVDC 

Support Agreement, the New England Power AC Support Agreement, 

the Boston Edison AC Support Agreement, and the Use Agreement. 

These Baste Agreements also provide that, notwithstanding any 

provision thereof that may be Interpreted to the contrary, the 

proper Interpretation of each of these Baste Agreements Is to 

be consistent with such overriding Intent. Each Equity Sponsor 

acknowledges this overriding Intent and agrees that any action 

by It or Its appointee affecting such partlclpatt,g Interests 

sha~l be the same under this Agreement and the Equity Funding 

Agreement with New England Hydro In order to also be consistent 

wtth such overriding Intent. 

Section 2, Qondlttons Precedent to Effectiveness 

The effectiveness of this Agreement, and all rights, 

obligations, and performance of the signatories hereunder, ts 

subject to <t> New England Electric System <NEES> and other 

signatories having executed this Agreement committing In the 

aggregate to Equity Shares <as herelnafter·deftned> equal to at 

least 1001, and each such signatory having demonstrated by 

February I, 1988, to the satisfaction of New Hampshire Hydro 

-7-

that It Is qualified to be an Equity Sponso~ pursuant to 

Section 4, <11) New England Hydro or New Hampshire Hydro or~ 

England Power or Boston Edison and members of NEPOOL <tncludl,ng 

Boston Edison and New England Power> serving at least 66-2/!t 

of the aggregate kllowatthour load served by NEPOOL members tn 

1980 having executed the ot~er Baste Agreements <except for the 

Equity Funding Agreement for New England Hydro and the 

amendments to the NEPOOL Agreement>, <ttl> each signatory 

having also executed the Equity Funding Agreement for New 

England Hydro and having the same percentage of New England 

Hydro's equity as Its Equity Share hereunder, <tv> members of 

NEPOOL having executed the amendments to the NEPOOL Agreement 

for Phase II In order that such amendments may become effective 

tn accordanc~ with the NEPOOL Agreement, and <v> each signatory 

having satisfied the conditions precedent set forth below. 

By September 15, 1988, each slgnatory_to this Agreement 

shall provide certificates and legal opinions from counsel 

satisfactory to New Hampshire Hydro, together with certified 

copies of related resolutions, consents, approvals, 

authorizations, and other documents <Documentation> necessary 

to establish to the satisfaction of New Hampshire Hydro that 

all corporate and regulatory consents, waivers, approvals, 

authorizations and other actions necessary·ln connection with 

performance by such signatory of Its obligations under the 

Agreement have been obtained and are In full force and effect, 

that the Agreement has been duly authorized, executed, and 
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delivered by such signatory, and that It constitutes a binding 

commitment by the signatory enforceable In accordance with Its 

terms. Forms of Documentation acceptable to New Hampshire 

Hydro are Included ln. Attachment B hereto. Prior to signing 

this Agreement, each signatory has provided to New Hampshire 

Hydro a listing of all consents, waivers, approvals, 

authorizations, and other actions required for that signatory 

to deliver Its Documentation. 

Vermont Electric Power Company, Inc. <VELCO) and 

Massachusetts Municipal Wholesale Electric Company <MMHEC> 

represent a number of electric systems. If they desire and are 

qualified to be Equity Sponsors, they shall be deemed to have 

signed on behalf of those respective systems listed In 

Schedules I or II, respectively. By September 1, 1988, VELCO 

and MMHEC will provide New Hampshire Hydro ·wlth copies of 

contracts with their respective systems which Impose absolute 

and unconditional obligations on such sys~ems to pay their 

proportionate shares of all costs or obligation Incurred under 

this Agreement by VELCO or MMHEC, respectively. By that date, 

VELCO and MMHEC will also provide to New Hampshire Hydro as 

part of their Documentation certificates, legal opinions (from 

counsel satisfactory to New Hampshire Hydro>, and other 

documents In form and substance satisfactory to New Hampshire 

Hydro representing unconditionally that all consents, 

approvals, and authorizations have been obtained by their 

-9-

contracting systems In connection with each such system's 

performance of Its obligations under Its respective contract 

with VELCO or MMHEC and that each such contract Imposes 

absolute and unconditional obligations on such systems to pay 

their proportionate shares of all costs Incurred under this 

Agreement by VELCO or MMHEC, respectively, and has been duly 

authorized, executed, and delivered and Is a binding commitment 

of such system enforceable In-accordance with Its terms. If 

regulatory approvals have not been obtained by September 1, 

1988, such representations shall be conditioned upon receipt of 

regulatory approvals. VELCO and MMHEC will have until 

September 15, 1988, to receive such approvals and mal<.e such 

representations unconditionally. In order that percentages of 

participation be consistent among the Basic Agreements, VELCO 

and MMHEC shall have their contracts with their contracting 

systems cover the necessary commitments for each Basic 

Agreement. 

All expenses In connection with obtaining and delivering 

any Documentation under this Agreement, Including legal 

opinions, are to be borne by the signatory Incurring such 

expense. New Hampshire Hydro will have no responsibility for 

any expenses Incurred by VELCO and MMHEC In providing 

Documentation for their respective contracting systems. 

Any signatory that falls to meet the requirements of 

Section 2 by the deadlines contained herein will. not be an 

Equity Sponsor under this Agreement and will not have any 

rights and obligations hereunder. 
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New Hampshire Hydro by written notice to all signatories 

may extend any deadline date specified In this Agreement to a 

later date, provided that any extension for longer than six 

months requires the consent of the Advisory Committee under the 

New Hampshire HVOC Support Agreement. 

Section 3. Effective Date and Term 

This Agreement shall become effective <the Effective Date> 

upon the last to occur of the following dates: 

<1> the date that the Equity Sponsors, committing In the 

aggregate to Equity Shares <as hereinafter defined> 

equal to at least lOot, have met the requirements of 

Section 2; and 

<11) the date that the last of the other Baste Agreements 

<excluding the Use Agreement> be~omes effective or 

would become effective but for a condition that Its 

effectiveness Is subject to this Agreement becoming 

effective. 

Upon execution and delivery of the Agreement by New Hampshire 

Hydro and NEES and other signatories committing In the 

aggregate to Equity Shares <as hereinafter defined> equal to no 

less than lOot, and notwithstanding any provision herein to the 

contrary, no signatory may terminate Its obligations hereunder 

except In accordance with provisions of this Agreement. 

The term of thf~ Agreement shall expire on the termination 

date of the New Hampshire HVDC Support Agreement. 

-11-

Section 4. Equity Sponsor Ouallff~atlon 

A. In order to enhance New Hampshire Hydro's !!:" .. "'-:.::' :: 

finance Its portion of Phase II as required under ~ ~ 

Hampshire HVDC Support Agreement and to enhance tM> ~ 

support of certain Supporters under the AC Support ,a;-:~ 

some or all of the New England utilities partlcfp~t'l:::q t:J ~ 

II whose credit ratings are at least one grade abon ::.' ~ 

Investment grade have agreed to provide, or to caus! ~~ 

designees to provide, credit support for those He'• L"l::~ 

utilities participating In Phase II whose credit rat'!.~ C\111' 

below Investment grade. NEES and those New Englar..t r':""--. 
or their designees which have agreed to provide tbl~ ~ 

support are the Equl ty Sponsors of New Hampshf re ~ '~ 

this Agreement. 

B. A Participant under the New Hampshire HVOC ~ 

Agreement or Its authorized designee qualifies to 1!:11: a=:~, 

Sponsor by having Its outstanding long-term deben~ ,~ e 

least one grade above the lowest Investment grad,e rr.:!lll'{ c ,~ 

September 1, 1985. If no long-term debentures an~ o..;:s::::z:;d• 

the ratings used shall be those of such company's ~CS~ ~, 

long-term mortgage or revenue bonds. If no mortg~,~ ~ 

revenue bonds, or debentures are outstanding, the r~ ,~ 

shall be those of the most junior long-term debt. ~~, ~ 

qualify to be an Equity Sponsor If BOt or more of lts ==--=r 

stock Is owned by utilities whose debt securlt!e~ ~~t~, 

pursuant to this subsection 4(8). 
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For purposes of thls Agreement, "one grade above the lowest 

Investment grade rating" means a rating equal to the following 

ratings from two of these rating agencies: Standard and Poor's 

Corporation - Rating BBB; Moodys Investor Service - Rating 

Baa2; and Duff & Phelps - Rating D&P 9 <or the equivalent 

municipal ratings>. 

C. A "designee" shall be authorized to be an Equity 

Sponsor If It Is a parent company of such Partlc;pant and <I> 

Its debt securities meet the appropriate test specified In B 

above, or <II> at least 8~ of Its consolidated utility 

revenues are derived from subsidiaries whose debt securities 

meet the appropriate test specified In B above. <For VELCO, 

each stockholder of VELCO shall be a parent company of VELCO.> 

On or before the date of execution of this Agreement, each 

Participant shall Identify Its designee, If any. 

D. A Partlcl~ant under the New Hampshire HVDC Support 

Agreement also qualifies to be an Equity Sponsor If It has an 

Equity Share of four tenths of one percent <0.4t> or less and 

It has only one long-term debt rating from Any of the three 

rating agencies referred to In B above and such rating Is at 

least "A3" as of September 1, 1985. 

E. In order that the necessary credit enhancement Is 

provided as specified In A above, the qualification of each 

Equity Sponsor shall be reviewed by New Hampshire Hydro as of 

the date that the first equity contributions are to be made by 

-13-

such Equl ty Sponsor. If an Equl ty Sponsor fa I 1 s t.c· r-:f; -~ C< 

such date, appropriate actions and allocations shaH 21t 

Instituted as provided elsewhere In th1s Agreeme.nt. 

F. Notwithstanding any provision of Sections ;t:. ~'..::!:' ~ 

4(0) to the contrary, If a Participant <I> has only~~ 

rating and seeks to qualify to be an Equity Sponso'!" r=:lP' ll 

above, or <11> has no credit rating at all and se-et;.s ':::::. :::.:=:i!'~-. 

to be an Equity Sponsor under B or 0 above, such nn-· ~ 

rating or ratings must be received by February 1, IS'!:!: .. ~-

one or more of the rating agencies referred to In B ~ ~ 

such new credit rating or ratings shall be current. ~

Participants must demonstrate by February 1, 1988, b:: ~ 

satisfaction of New Hampshire Hydro that It Is quann .... e-:::- • 

an Equity Sponsor pursuant to this Section 4. 

Section 5. Equity Shares 

A. Each Equity Sponsor shall have and be char9!( lll"t'=' lli 

percentage Interest In all rights and obHgatlons hen~ 

determined In accordance with thls Section 5 <which tz..~ "t;· 

hereinafter referred to as Its "Equity Share">. All e! ~ 

equity of New Hampshire Hydro will be owned by the Eq'rlO:,· 

Sponsors In proportion to their Equity Shares. 

The Equity Share of each Equity Sponsor shall bf! ~ 

both Initially and as changed from time to.tlme In ac~·~ 

with the terms hereof, by New Hampshire Hydro as hertl~~ 

provided. Such computations shall be made as of the ffn"! e: 

of any month In whl ch there Is a change In the numb-er o1' E¢!t"'.~-
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Sponsors or any change in the interest of any Equity Sponsor as 

herein provided. The initial computation is to be made as of 

September 15, 1985, and subsequent computations are to be made 

in any month thereafter in which an interest is modified or 

terminated due <1> to the failure of a signatory to provide 

proof that It Is qualified to be an Equity Sponsor by 

February 1, 1988, or <It> to the failure to provide 

Documentation by September 15, 1988, or <Iii> to the failure to 

be so qualified on the date the first equity contributions are 

to be made by such Equity Sponsor, or <iv> to the operation of 

any provision of this Agreement. All computations shall be 

final unless there is a manifest error. Such computations of 

Equity Sponsors' Equity Shares as initially calculated and as 

citanged under < 1 > and < 1 i > sha 11 be made pursuant to Attachment 

C. Changes under (iii> shall be made pursuant to section S<C> 

below, and changes under <tv> shall be made pursuant to the 

appropriate section requiring the change. 

B. The Equity Shares on and as of the initial computation 

date, and as of the date of subsequent computations under 

subparts <1> and <li> of the second paragraph. of A above, will 

be calculated as follows: 

1. Slt to NEES; and 

2. 49t apportioned among the other Equity Sponsors 

on the basts of the subscription process as 

described In Attachment c. 
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<Attachment C provides that each Equity Sponsor may ~~~ • 

maximum percentage of equity and that such maximum s~i1 ~t 

In effect until September 15, 1988 or such later dntlb~ ., .. 

extended pursuant to Section 2 hereof.> After the ~~~':'til' 

computation and prior to the Effective Date, each ;Eqet~ 

Sponsor may transfer any or all of Its Equity Share t:: .:.· "=' 

more other Equl ty Sponsors. On or before Septemb·er i. "'B.. 

any such Equity Sponsor which has transferred or ln~ ~ 

transfer any or all of Its Equity Share to one or D:rf. ~ 

Equity Sponsors must provide documentation to Hew f~~ 

Hydro covert ng the transfer. Any apportionment of E::-~·::t 

Shares pursuant to Section 5BC2> above shall be 12~ llf""::"!!lee" 

regard to <1> any transfers of Participating Shan.~ ::c"·~: 

Section 4 cf the Hew Hamp~hl re HVDC Support Agre~::~ •r 

any transfers of Equity Shares made after the 1nlt1!!:i 

computation and prior to the Effective Date, prov1~~ ~ ~ 

Equity Sponsor which has agreed to ta~e such trer.tfl,.-.P~ ~ 

Share has provided the required Documentation by~~ ~. 

1988 Clncludlng Documentation covering any such t•~~ 

Equity Share>. Any transfers of Equity Shares, ;u ~ t.WI"'r::siill: 

above, sha 11 be taken 1 nto ac'count after such u;,o: .;.t.:;:me.:::; •. 

Upon execution of this Agreement, HMHEC may ~~~~ -~ 

such transferred Equlty Shares; however, HMHEC su.n .l!lln'; _. 

Included as an Equity Sponsor In any computatiO!:·s. r;m s;;IMf(o -=:· 

the first paragraph of this Section SB. 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 416 of 732



-16-

C. On the basis of New Hampshire Hydro's review of the 

qualifications of each Equity Sponsor other than NEES as of the 

date that the first equity contributions are to be made by such 

Equity Sponsor, If one or more Equity Sponsors are no longer 

qualified under Section 4, <I> the aggregate Equity Shares of 

such unqualified Equity Sponsors shall first be offered In 

writing by New Hampshire Hydro to all then qualified Equity 

Sponsors other than NEES for voluntary subscription, <tt> 

second, any remaining shortfall shall be allocated pro rata 

among such qualified Equity Sponsors not Including NEES tn 

proportion to their Equity Shares determined as of June 1, 

1986, provided that the aggregate of all Involuntary 

allocations under this Section 4<C> to such qualified Equity 

Sponsors shall not exceed an aggregate Equity Share of 1~. and 

further provided that the aggregate of all such Involuntary 

allocations to any such Equity Sponsor shall not Increase such 

Equity Sponsor's Equity Share determined as of September 15, 

1988, by more than 251 thereof, and <ttl> finally, any 

remaining shortfalls shall be retained pro rata by such no 

longer qualified Equity Sponsors In proportion to their Equity 

Shares determined as of September 15, 1988; provided, however, 

that NEES and all qualified Equity Sponsors may agree to other 

allocation arrangemP.nts; and further provided that NEES shall 

not have an Equity Share of less than 51~ unless It so 

consents. <The above deadlines of September 15, 1988, may"be 

extended to a later deadline pursuant to Section z hereof.) 

-17-

A 11 offer! ngs above sha 11 be made t n accordance w1 th t 

voluntary subscription process as specified In New Hampshlrt 

Hydro's offering letter, and any oversubscriptions will be 

treated as provided therein. 

Section 6. RelationshiP aroong Equity SPonsors 

The rights and obligations of the Equity Sponsors hereunder 

are several, In accordance with their respective Equity Shares, 

and not joint. The rights and obligations of New Hampshire 

Hydro hereunder are also several and not joint with those of 

the Equity Sponsors or any one thereof. There Is no Intention 

to create by this Agreement, or by any grant, lease, license, 

or activity related hereto, an association, joint venture, 

trust, or partnership or to Impose on New Hampshire Hydro or 

any Equity Sponsor trust or partnership rights or obligations; 

and any such Implied Intention Is expressly negated. Except as 

expressly provided In this Agreement, no Equity Sponsor shall 

have by virtue of this Agreement or of any such grant, lease, 

license, or activity the right or power to bind any other 

Equity Sponsor without Its express written consent. 

Section 7. Equity Qpntrlbutlon 

A. Under the New Hampshire HVDC Support Agreement, New 

Hampshire Hydro has agreed to limit Its equity Investment to a 

maximum of 4~ of Its total capital as of the effective date of 

that agreement and has agreed to use Its best efforts <subject 

to an exception specified In the New Hampshire HVDC Support 

Agreement> to continue to limit Its equity Investment to 4~ of 
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Its total capital during the time that New Hampshire Hydro has 

outstanding debt In Its capital structure. 

New Hampshire Hydro may call from time to time by written 

notification upon the Equity Sponsors to contribute equity In 

any of the forms set forth In this Section up to a maximum 

aggregate amount of $90 million, provided that Equity Sponsors 

having 66-2/lt of Equity Shares may agree to Increase this 

maximum aggregate amount; and then all Equity Sponsors shall 

contribute such requested amount with each Equity Sponsor 

contributing up to Its Equity Share of the new maximum. Any 

contribution made In response to New Hampshire Hydro's call In 

excess of the maximum aggregate amount, as adjusted from time 

to time, may be made on a voluntary basis by any contributing 

Equity Sponsor, and New Hampshire Hydro will make an 

appropriate adjustment In Equity Shares. 

B. During the term of this Agreement, New Hampshire Hydro 

has the option from tl~e to time to call for contribution of 

equity In any of the following forms: 

1. New Hampshire Hydro may offer shares of Its 

common stock to Its Equity Sponsors and each 

Equity Sponsor shall subscribe for and purchase, 

for cash at a price set by New Hampshire Hydro, 

Its Equity Share of the commOn stock so offered. 

2. After each Equity Sponsor owns common stock of 

New Hampshire Hydro, New Hampshire Hydro may 

request that capital contributions be made, and 
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each Equl ty Sponsor sha 11 contrl bli'J!! -=· . ._.. 
Hampshire Hydro Its Equity Share a!~~. 

capital contribution so requested. 

C. ln order that New Hampshl re Hydro may Hr~ ": ~· 

Investment to a maximum of 4~ of Its total capltl!'. ~ 

Hampshire Hydro may, at Its option, from time tc ~~ ~ ~ 

of the following actions: 

1. New Hampshire Hydro may repurcha5f f:r ::stm ""'!:" 

common stock from Equity Sponsors i.!'-=-::::. ~ 

will not change the relative Equity ~. ~' 

Equity Sponsors and at a price pu ·~ ~ ": 

book value per share at the time ¢ -~ ::o'lUiilill 

Each Equity Sponsor shall sell suet ~. ~ 

to New Hampshire Hydro In the full ~ •· 

requested. 

2. New Hampshl re Hydro may return any ~·::at 

contribution previously received f~ E=n~ 

Sponsors In amounts that will not ~ '!» 

relative Equity Shares among Equity~ 

Each Equity Sponsor shall accept scr.:! ~·'It!' 

capital contribution In the full ~~ c:. 

returned. 

3. New Hampshire Hydro may pay dlvl6eD!~ om:~ 

earnings or make liquidating dlv\de·:O !:::• '!'lilt 

Equl ty Sponsors. 
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D. New Hampshire Hydro shall give written notice of any 

call for contributions of equity under 8 above to each Equity 

Sponsor. Such notice shall specify the amount to be 

contributed, the form of the contribution, and a date, at least 

thirty days after the date of the notice, that the equity is to 

be contributed. New Hampshire Hydro will provide annually 

estimates of its equity requirements and estimated dates when 

any equity contributions hereunder will be due. New Hampshire 

Hydro shall give written notice of any action to reduce its 

equity under C above to each Equity Sponsor. Such notice shall 

specify the amount and form of the reduction and a date, at 

least fifteen days after the date of the notice, that the 

reduction in equity Is to occur. 

E. New Hampshire Hydro shall use the proceeds of any 

equity contribution under thh Agreement for the sole purpose 

of meeting its capital requirements under the New Hampshire 

HVDC Support Agreement. 

F. All transactions under 8, up to a maximum aggregate 

amount of $90 million, and under C above shall be subject to 

receipt of a 11 necessary regulatory approva 1 s_, and New 

Hampshire Hydro and the Equity Sponsors shall use their best 

efforts to obtain, or to assist in obtatnlng, these approvals 

In advance of the Effective Date. 

G. New Hampshire Hydro shall have two classes of common 

stock, both of which will have the same preferences, 

qualifications, special or relative rights or privileges, 
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except that only one class shall have voting povers. tm~ 

Shares allocated to NEES shall be evidenced by vottCi ~ 

stock. The Equity Shares allocated to each other Ecc1:J 

Sponsor shall, at the option of such Equity Sponsor.~ 

evidenced by shares of voting common stock or non-voHJ:Ji =-c~~ 

stock. Any reallocation of ,Equity Shares pursuant to ~~ s 
hereof shall be effected in such manner as to involv~ ~ 

Issuance of additional common stock to each Equity ~ .=f 

the class then held by such Sponsor. Such election to~ 

voting or non-voting stock shall be made In writing to~ 

Hampshire Hydro by September 1, 1988. 

H. Notwithstanding any provision of this AgreewH~t e: ~ 

contrary, prior to the date that New Hampshire Hydro flrst 

calls for equity contributions from all Equity Sponsors, tii 

equ1ty of New Hampshire Hydro will be owned and contrt~- ::, 

NEES. 

Section 8. Cash Peflclency Guarantee 

A. The New Hampshire HVDC Support Agreement prov\d!s 

that, If New Hampshire Hydro has, on any Due Date, a Cash 

Deficiency attributed to a Participant, the Part1cir»ont 

absolutely and unconditionally guarantees to pay its Cash 

Deficiency on demand of Lenders. <Th1s commitment 1s .ade in 

section 19 of that Agreement.> To provide'further cred1t 

support to New Hampshire Hydro, each Equity Sponsor absolutely 

and unconditionally guarantees to pay its then Equity Share of 

the Cash Deficiency attributed to any Credit Enhanced 

..... ~ 
-·.~- . ~ - -·- ~ ,· 
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Participant <as defined In the New Hampshire HVDC Support 

Agreement> with respect to any third party debt financing of 

New Hampshire Hydro that was credit enhanced for such 

Participant, with such amounts to be paid directly on demand to 

Lenders, In cash, If for any reason a Credit Enhanced 

Participant ·falls to pay when due Its Cash,Deflclency on demand 

of Lenders. Each Equity Sponsor agrees that Its obligations 

under this Section shall be continuing, absolute, and 

unconditional and without the benefit of any defense, claim, 

set-off, recoupment, abatement, or other right, existing or 

future, which an Equity Sponsor may have against the Lenders, 

New Hampshire Hydro, or any other person, and shall remain In 

full force and effect until all of the obligations of New 

Hampshire Hydro to the Lenders have been discharged. 

Each Equity Sponsor hereby waives diligence, presentment, 

demand of payment, filing of claims with a court In the event 

of merger or bankruptcy of any Lender or ~ew Hampshire Hydro or 

any other Equity Sponsor, protest or notice with respect to 

this guarantee, and covenants that the obligations contained In 

this guarantee will not be discharged except by complete 

performance of the obligations of New Hampshire Hydro to the 

Lenders. 

B. Notwithstanding any other provision contained herein, 

each Equity Sponsor's obligations under this Section 8 shall be 

limited to Its Equity Share of the Cash Deficiency attributed 

to any Credit Enhanced Participant with respect to any 
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financing of New Hampshire Hydro that was credit en~ttP.i: .._, 

such Participant. 

c. In no event shall the several guarantees if. ~. ~ 

Sponsors attributable to Credit Enhanced Participants ~:r ~ 

debt financing of New Hampshire Hydro exceed In th-e r,,;r!!'P.:::t 

35'1 of the aggregate amount of the obligations rehth::; e =:II 

financing, provided that Equity Sponsors having an ~c~;,;:~ •t!f 

at least 80'1. of the Equity Shares may agree to ucet< 'Cd S 

maximum and subject to receipt of any necessary rt>g:h!::::f'11· 

approvals, such agreement shall be binding on all E~!J 

Sponsors. 

D. In no event shall Equity Sponsors be requl~ -::: 

provide guarantees for a Participant with respect tc- t 

particular third party debt financing of Nell HaiiiC)s!l1n!! :~

that would result In Credit Enhanced Participants w1~ ~ 

to that and all other outstanding f1nanclngs of 1!~¥ !l:a;!:lmt 

Hydro and New Hampshire Hydro having Participating ~ 

exceeding 35t under the New Hampshire 'HVDC Support ~tCU2J~ 

provided that Equity Sponsors having an aggregat' ~ ~e: bz::: 

80'1. of the Equity Shares may agree to excee~ such !5: ~ 

and subject to receipt of any necessary regulatory ~:S. 

such agreement sha 11 be bl ndl ng on a 11 Equl ty Sponsor>i .. 

E. Each Equity Sponsor shall use Its-best ~ffcrti ~ 

obtain and assist others In obtaining all necnnry ~~ 

approva 1 s requl red for the sever a 1 guarantees Rdt! b ~..-

Section. 

---------. 

1 
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Section 9. Acceptance of Partlclpatfng Shares 

A. In accordance with section 15 of the New Hampshire 

HVDC Support Agreement, If a Parttclpant that ts a Credit 

Enhanced Participant Is terminated by New Hampshire Hydro as a 

Participant, each Equity Sponsor or Its appointee .shall be 

allocated by New Hampshire Hydro Its then Equity Sh~re of the 

Participating Share of such terminated Participant; such 

allocation to be made as of the date of such termination. Each 

Equity Sponsor or Its appointee shall accept such allocation 

from New Hampshire Hydro and shall unconditionally and 

absolutely assume the rights and obllgattons associated 

therewith from the date of such allocation. If a Participant 

that was not also a Credit Enhanced Partlcfpant ts terminated, 

then acceptance of any allocation shall be voluntary by any 

Equity Sponsor or fts appofntee and shall be In accordance with 

New Hampshire Hydro's offer thereof. If required by New 

Hampshire Hydro, any Equity Sponsor or Its appointee assuming 

rights and obligations under the New Hampshire HVDC Support 

Agreement shall execute and deliver any documents necessary to 

effectuate such assumption. If any Equity Sponsor that Is the 

designee of a Participant Is unable to deliver these documents 

to effectuate the assumption, such Equity Sponsor shall take 

all actions necessary for the Participant that so designated It 

as an Equity Sponsor to assume such rights and obligations as 

Its appointee. 

... 
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The appointee of NEES shall be New Engl!.l't! :ro::.r ~ 

The appol ntee< s > of any other Equity Sponsor stall • "'!:Ill! 

Partlclpant<s> for which such Equity Sponsor~: c::...-c t:.11 

designee. Each Equity Sponsor agrees that If 't'!:i ~J<:dJlle; "r 

allocated a Participating Share under the Me-.-~~ 

Support Agreement, such Equity Sponsor shall di!i:::' ,,;:-~':'.~'I: 

It an equal participating share and support ~~ ~ ~ 

Massachusetts HVDC Support Agreement and Mn El£:1;.~ ~ 411111:! 

Boston Edison AC Support Agreements, respecUn:l?-

B. Each Equity Sponsor shall use lts bts't ~ '= 

obtain and assist others In obtaining all n;ecr-sm'}' ·~~ 

approva 1 s requl red for performance of Its or !.a m....,. •. 

commitments made In this Section. 

Section 10, Character of Payment Obl!qatlorn. 

The obligations of each Equity Sponsor to aii:.r. JIF-=:::: 

hereunder, and to perform and observe all otbr. 4 - ::~~r 

Its part contained herein, are absolute and I!Cr.Cif!\'C !...~ .-· 

shall not be affected by any circumstance, 1ocl~111;... ~ 

limitation, (I) any lnsolYency, composition. tlt!!:'C!e:e:::e... 

reorganization, arrangement, liquidation or slr!tr ;'l:lnl whc:t; 

relating to New Hampshire Hydro, New England ~ ~~. 

Boston Ed1son Company, the Equity Sponsor, e17 ~ ~r 

Sponsor, or any affi I late thereof, < \1 > anj' t~tte:~:n:r 

unenforceablllty or disaffirmance by New~~~~~~ 

Equity Sponsor of any provision of this Ag~: -::r •ei!' 

fa!lure, omission, delay, or tnab!llty of 1ft'~~~~~ 
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to perform any of Its obligations contained herein, (Ill> any 

amendment, extension, or other change of, or any assignment or 

encumbrance of any rlghts or obl1gat1ons under, thls Agreement, 

or any waiver or other action or Inaction, or any exercise or 

nonexerclse of any right or remedy, under or tn respect to this 

Agreement, or <tv> any Inability of the Equity Sponsor or any 

other Equity Sponsor to obtain regulatory approvals for 

financing Its Equity Share of any obligations under thls 

Agreement or for meeting any other obligations under this 

Agreement, It being the Intention of the parties hereto that 

all amounts payable by each Equity Sponsor In respect of this 

Agreement shall begin to be payable and shall continue to be 

payable In all events In the manner and at the time herein 

provided. In that connection, each Equity Sponsor hereby 

waives, to the extent permitted by applicable law, any and all 

rights which It may now have or which may at any time hereafter 

be conferred upon It, by statute or otherwise, to terminate, 

cancel, or surrender any of Its obligations under this 

Agreement. 

Section 11. Default 

A. Any of the following events <Events of Default> that 

occur and are continuing are Events of Default: 

<I> An Equity Sponsor shall fall to pay to New 

Hampshire Hydro when due any amount which tt 

has agreed to pay under any provision of this 

Agreement, and such failure shall continue for 
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more than 1 5 days after Wl"ittm ~~ 

has been given to such E(!1rlcy ~:~if.,._,· 

Hampshire Hydro; or 

<Ill An Equt ty Sponsor sha 11 fan : ~ !:

accordance with the ter~s bt~ ~ 

documentation required by~:~~ 

ln connection with ftnanctrr; 111"1:'::.1~c ~'!\IW 

New Hampshire Hydro <for V'Etm mit~ "1:!1!;'11: 

Inc 1 udes documentation for tt.ft .e::;::w::::~'"*' 

contracting electric syste.s), c=t' ~ ~~ 

shall continue for more than~~~ 

wrttt~n notice of such fatlurrt m \!ll!i'.l!!!:t ~ 

to such Equity Sponsor by lleY ~~l!l:llil! ~ 

or 

<ttl> An Equt ty Sponsor sha 11 fa 11 fl:: ~ _.,.. 

accordance with the terms her~.~~ 

failure shall continue for~~ 3t ~ 

after written notice thereof has~~·~ 

such Equity Sponsor or any of. its :~ :q>• 

New Hampshire Hydro. 

<lv> An Equity Sponsor shall experle~ a- --=z~ 

default under the Equity Fundlr;;; NJ.w.~ 

New England Hydro. 

B. If an Event of Default under Section Hilf.U JICI::.':IIIIic 

sha 11 have occurred, New Hampshl re Hydro may, by 'llt"1::::1'1!t ~ 
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to each Equity Sponsor, request that the nondefaultlng Equity 

Sponsors on a voluntary basts ma~e the overdue payment to New 

England Hydro, provided that similar voluntary payments are 

made under the Equity Funding Agreement for New Hampshire Hydro. 

C. New Hampshire Hydro or any Equity Sponsor shall be 

free to Invoke such remedies at law or In equity as may be 

deemed appropriate against any Equity Sponsor that defaults 

under this Agreement. 

Section 12 Restrictions on Transfer of Commpn Stock 

Each Equity Sponsor agrees that It will not transfer any or 

all of Its common stock of New Hampshire Hydro to any other 

person unless such person Is an Equity Sponsor or meets the 

requirements for being an Equity Sponsor under sections 48 or 

4C or 40 or 4F hereof as of the date of such transfer and a 

similar transfer Is made under the Equity Funding Agreement for 

New England Hydro. 

Section 13, Dlyldends on Qpmmpn Stock 

Any Equity Sponsor may direct New Hampshire Hydro to 

withhold the payment of a dividend to such Equity Sponsor and 

apply such dividend to reduce the current or ~he next Support 

Charge payment required to be made under the New Hampshire HVOC 

Support Agreement by such Equity Sponsor or Its appointee. 

~ 14. Restrictions on Plyldends. Return of Capital and 
Repurchase of eonmn~ 

Any Equity Sponsor which Is In default hereunder pursuant 

to Section 11 Is not entitled to receive any amounts from New 
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Hampshire Hydro representing such.Equlty Spooc:~~· •:::11• 

Share of dividends, return of capital, or P~ ~·~ 

repurchase of common stock until all amounts tt-=·~ 

Interest thereon at an annual rate equal to tc: ~ ~ 

the current \nterest rate on prime commerclli ~ ~ ~ 

to time In effect at the principal office a!~~~ 

Bank of Boston> owed by such Equity Sponsor tc·'~ ~~ 

Hydro have been paid. 

Section 15. Certain Actions of New Hamgshh·r ~· 

A. New Hampshl re Hydro shal 1 not td.<e .t..~ :1" ~ 

following actions without prior written a~7 d ~ 

Sponsors having at that time at least 80'1 ~ :::. ~ ~. 

<I> Amend New Hampshire Hydro's ~~~:::If' 

organization or by-laws toil:~ ~If'"'~ 

rights of the Equity Sponsors t:~ ~~·~ 

In a material manner undn ~ ~::. 

Agreements, unless such Ull!~ '1:::.. ~

by regulation or law; an~ 

<II> Merge, consolidate, or sen •·'=:! ·:J" 

substantially all of the u~ :::!" • 

Hampshire Hyd~o not othen1R a.fii!lll':::lli(lllt .ll!r,· ~ 

B. New Hampshire Hydro shall d1str1~"" il ~.,. 

manner to each Equity Sponsor copies of <1> t:3 . .....C ~. 

financial statements, <b> notices of aH « 1':3 ttl~~· _. 

stockholders' meetings <Including any ~~ lOIII!n~:r. •• 

<c> minutes of all of Its directors• ilM s~~~ ~~ 

D.P.U. 10-170 
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Section 16. Miscellaneous 

A. Successors and Assigns. This Agreement shall be 

binding upon and shall Inure to the benefit of, and may be 

performed by, the successors and assigns of the parties and 

shall also be binding, Insofar as permitted by law, on any 

receiver or trustee In bankruptcy, receivership, or 

reorganization of any party. Except for a transfer of any or 

all of an Equity Sponsor's Equity Share prior to the Effective 

Date as provided In Section 58 hereof, no assignment of this 

Agreement shall operate to relieve the assignor of Its 

obligations under this Agreement without the written consent of 

the parties hereto. Hrltten notice to all parties will be 

given prior to any assignment hereunder. 

Notwithstanding the above, New Hampshire Hydro may 

collaterally assign this Agreement without the consent of the 

Equity Sponsors In connection with a third party financing by 

New Hampshire Hydro. 

B. Right of Setoff. No Equity Sponsor shall be entitled 

to set off against the payments required to be made by It 

hereunder <1> any amounts owed to It by New Hampshire Hydro, 

any affiliate of New Hampshire Hydro, or any other Equity 

Sponsor, or <2> the amount of any claim by It against New 

Hampshire Hydro, any affiliate of New Hampshire Hydro, or any 

other Equity Sponsor. However, the foregoing shall not affect 

In any other way any Equity Sponsor's rights and remedies with 

respect to any such amounts owed to It by' New Hampshire Hydro, 
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any affiliate of New Hampshire Hydro, or any o3r' ~ 

Sponsor or any such claim by lt against New Ra::~"':::"l! ·~ .lli'!'" 

any other Equity Sponsor. 

c. Amendments. Any amendments changing ~ ~ ~ 

of the Equity Sponsors or the several nature of ~ ~~~ 

and rights of the Equity Sponsors hereunder u ~'t"""''!!t ~·· 

section 6, shall require consent by all partlu. l.ll· ~ ~ 

that an Equity Sponsor Is obllgated to acqulrlf £t:lrl:~. ·~ 

hereunder and does not pay for such Shares, the~~~~ 

w111 not be Issued to him and such Equity S!)O!'JKr"J: ~ 

Share wl 11 be reduced accord! ngly. A 11 other a:w.t:!llt<ltt:J:t ''lll= 

thl s Agreement sha 11 be by mutua 1 agreement of 1111"« ~1:~ 

Hydro and Equity Sponsors owning Equity Shares ~·~ ~ ~ 

least B~. evidenced by a written amendment 1\~' ~ M< 

Hampshl re Hydro and such Equl ty Sponsors; a.nd •~ '?~~ 

Hydro and a 11 Equl ty Sponsors sha 11 be bound tT ·~ Uid'' 

amendment. 

D. .HQll.tll. Except as the parties 'RY ~~- ~;... 

any notice, request, bill, or other cOIIm.lnlc.ttl:::K': ,..~. ~ 

this Agreement, or the rights, obHgatlons or w.:::.x...,... d 

the parties hereunder, shall be In writing Ill%!' sme.1H Ill' 

effective upon delivery. Any such conmunlcatt::m ~:"'t Ill! 

cons 1 de red as du 1 y de 11 vered when de 1 I veni!i 'l:r.: ~~. ·::r ~ 

by registered or certified mall, postage prt-~1t:. 1!': ~· 

respective post office address of the other ~H ~ 

following the signatures of such other part'll'$ ~· .. ·::r ~ 
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other address as may be designated by written notice given as 

provided In this paragraph D. 

E. Governing Law. This Agreement shall be governed by 

and construed and enforced In accordance with the laws of The 

Commonwealth of Massachusetts. 

F. Qtlw:. 

<1> No action, regardless of form, arising out of this 

Agreement may be brought by any party hereto more than three 

years after the cause of action has arisen. 

<2> In the event that any clause or provision of this 

Agreement, or any part thereof, shall be declared Invalid or 

unenforcea~le by any court having jurisdiction, such Invalidity 

or unenforceablllty shall not affect the validity or 

enforceability of the remaining portions of this Agreement. 

<3> All provisions of this Agreement providing for 

limitation of, or protection against, liability shall apply to 

the full extent perml~ted by law, and regardless of fault, and 

shall survive either termination pursuant to this Agreement or 
cancellation. 

<4> Each party shall, upon request of another party, 

execute and deliver any document reasonably required to 

Implement any provision hereof. 

<5> Any number of counterparts of this Agreement may be 

executed and each shall have the same force and effect as the 
original. 

,, .. , .. ""\ <t:· .. 

.. 
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< 6 > Thl s Agreement, wl th the other Bas I c Agre~c·~~. 

Preliminary Quebec Interconnection Support Agreement-

Phase II' the agreements wl th Hydro-Quebec regard! ng Phln ::. 

and the baste agreements covering Phase I shall constitute ·~· 

entire understanding among the parties and shall supersede J--y· 

and all prevtou~ understandings pertaining to the subject 

matter of this Agreement. 

(7) Terms defined In the New Hampshire HVOC Support 

Agreement and the New England Power and Boston Edison AC 

Support Agreements used In this Equity Funding Agreement shall 

be Incorporated herein as defined In such Agreements unless the 

context Indicates otherwise. 

<8> This Agreement Is the act and obligation of the 

parties hereto in their corporate or governmental capacity, and 

any claim hereunder against any shareholder, director, officer, 

employee, or agent of any party, as such, Is expressly waived. 

IN HITNESS HHEREOF, the signatories have caused this 

Agreement to be executed by their duly authorized officers or 

agents. 

NEH ENGLAND HYDRO-TRANSMISSION 
CORPORATION 

s/R.O. Bigelow 

By: ----~~-----------Its President 

Address: c/o New England Power 
Service Company 

25 Research Drive 
Hestborough, MA 01582 
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NORTHEAST UTILITIES 

s/Hilllam B. Ellis 

By: Its ~Ch~a~l~r-ma_n __________________ _ 

Address: c/o Northeast Utilities 
Servl ce C0111pany 
P.O. Box 270 
Hartford, Connecticut 
06141-0270 

Article 32 of the Declaration of Trust of Northeast Utilities 
dated January 15, 1927, as amended, provides as follows: 

No shareholder shall be held to any liability whatever 
for the payment of any sum of money, or for damages or 
otherwise under any contract, obligation or undertaking made, 
entered Into or Issued by the Trustees or by any officer, 
agent or representative elected or appointed by the Trustees 
and no such contract, obligation or undertaking shall be 
enforceable against the Trustees or any of them In their or 
his Individual capacities or capacity and all such contracts, 
obligations and undertakings shall be enforceable only 
against the Trustees as such and every person, firm, 
association, trust and corporation having any claim or demand 
arising out of any such contract, obligation or undertaking 
shall look only to the trust estate for the payment or 
satisfaction thereof. It shall be the duty of the Trustees 
and each of them and of every officer, agent or 
representative elected or appointed by them to Include In 
every wrl tten agreement entered Into by them or any of them. 
as herein provided, a statement of the IRmunlty provided by 
this article for the Shareholders and for the Trustees as 
Individuals, and neither the Trustees nor any of them nor any 
officer, agent or representative appointed or elected by them 
shall have any power or authority to enter Into any agreement 
or Incur any obligation as hereln.provlded except In 
accordance with the provisions of this Article. 

In case any Shareholder shall at any time for any reason 
be held to or be under any personal liability whatever solely 
by reason of his being or having been a Shareholder and not 
by reason of his acts or omissions as a Shareholder, then 
such Shareholder <or his heirs, executors, administrators, or 
other legal representatives> shall be held harmless and 
Indemnified out of the trust estate from and of all loss, 
liability or expense by reason of such liability. 

Vermont Electric Power 
Company, Inc., as agent 
for the Vermont electric 
utilities named, and 
with authority to bind 
each such utility to 
the extent of the 
percentage Interest of 
the VELCO Equity Share 
allocated hereunder 
that Is specified, on 
Schedule 1 to this 
signature page. 
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VERMONT ELECTRIC POH'ER CIJIIP'U"'". nt. 

s/S. John Zuckernlct 

By: ~~~~--------------------Its President 

Address: P.O. Box 548 
Rutland, VT 05702-0548 

BOSTON EDISON COMPANY 

s/Stephen J. Sweeney 

By: 
Its .,..P-re_s..,.l ..,.de_n..,.t~&:--.:-C'"'h l~e-=f~E=-x-e-cu-=t-:1-ve--:::Of-=f::-:-1 cer 

Address: 800 Boylston Street 
Boston, MA 02199 

CHICOPEE MUNICIPAL LIGHTING PLANT 

s/Herve L. Plasse 

By: ~-------------------------Its Manager 

Address: 725 Front Street 
Chicopee, MA 01020 

CANAL ELECTRIC COMPANY 

s/Jeremlah V. Donovan 

By: ~~~~-----------------Its President 

Address: 2421 Cranberry Highway 
Wareham, MA 02571 

MASSACHUSETTS MUNICIPAL WHOLESALE 
ELECTRIC COMPANY 

s/Gary L. Hunt 

~: -----~-------------------Its General Manager 

Address: P.O. Box 426 
Ludlow, MA 01056 
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MONTAUP ELECTRIC COMPANY 

s/Arthur A. Hatch 

By: 
Its ~V~Ic-e~Pr_e_s~l~de-n~t--------------
c/o Eastern Utilities Associates 
Address: P. 0. Box 2333 

Boston, MA 02107 

TAUNTON MUNICIPAL LIGHTING PLANT 

s/Joseph M. Blain 

By: Its -=Ge_n_e_r_a l~M=-a-na_g_e_r ____________ _ 

Address: 55 Heir Street 
Taunton, MA 02780 

CONNECTICUT MUNICIPAL ELECTRIC ENERGY 
COOPERATIVE 

s/Maurlce R. Scully 

By: Its -=Ex_e_c_u~tl=-v-e-=-ol=-r-e-ct.,..o_r __________ _ 

Address: 268 Thomas Road 
Groton, CT 06340 

NEHPORT ELECTRIC CORPORATION 

s/Elltot G. Hhttney 

By: 
Its ;;P=re:-:s:al~d=en:-;t::-;;&-;Ge~n-=-e=-ra:-::l~Ma-n_a_g-er---

Address: 12 Turner Road 
Middletown, R.I. 02840-0011 

Town of Middleborough 

Town of Wakefield 

Town of North Attleboro 
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PEABODY M:~ .:::::~!'" •mw' 
s/Brt't'!' !11. ~-

By: 
Its ~H=-an~a~g-er------------------~ 

Address: 70 ~1~ -~ 
Put.x'y. • 1:'E:. 

TOHN OF HIODLE:9'.:R"l:V 

s/John H. Oti::!J!1 

By: Its -=G-en_e_r...,a 1:-7.H:-an_a_9"f_T ______ _ 

Address: 32 South .,.a.t: S:~ 
Hlddlebo~~. III!J ~-

Light Department's 
1980 K11owatthour ~~~ S'!.;;r _,t:C' 

TOHN OF WAKEFIELD 

s/H1111am J. WaHl.~'! 

By: 
Its ~Ha~n~a-=-ge=-r--------------------

Hakef1eld Hun. lt. til!!::!::. 
Address: 9 Albion Street 

Makefield, MA 01~ 

Light Department's 
1980 K1lowatthour load 107.6Q'i OW 

TOHN OF NORTH ATTLEBORO 

s/Davld Sweetland 

By: 
Its ~H=-an~a-g-er---------------------

Address: P.O. Box 790 
North Attleboro, MA 02761 

Light Department's 
1980 Kllowatthour load 93,816.QQQ 
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Town of Boylston 

Town of Hingham 
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TOHN OF BOYLSTON 

s/Edward H. Kimbell 

By: 
Its uMa~n~a~g~er~------------------

Address: Sanatorium Road 
Boylston, MA 01505 

Light Department's 
1980 Kllowatthour load 17.324.0QQ 

TOHN OF HINGHAM 

s/Joseph R. Spadea, Jr. 

By: 
Its uM~an~a~g~e~r-------------------

Address: ~ 

Hingham Municipal Lighting Plant· 
19 Elm Street 
Hingham, MA 02043 

Light Department's 
1980 Kllowatthour load 103 929,QQO 

TOHN OF HUDSON 

s/Horst Huehmer 

By: 
Its uM~an~a~g~er~------------------

Address: TONN OF HUDSON, 
Light & Power Department 
49 Forest Ave. ' 
Hudson·, MA 

WESTFIELD GAS & ELECTRIC LIGHT DEPARTMENT 

s/Danlel·Golubek 

By: 
Its uMa;:n::a::g:::er=-----------------------

Address: 100 Elm Street 
Westfield, MA 01085 

Town of Braintree 

Town of Danvers 

Town of West Boylston 
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TOHN OF BRAIII'lli!i: ~X :...l:Jilr .~ 

s/Halter R. ~.~. 

~: ---------------------------Its General Manager 

Address: 44 Allen Stn'!t 
BraIntree, MA. OZHil 

Light Department's 
1980 Kllowatthour load 267 W 2:';1!· 

TOHN OF DANVERS 

s/Hayne P. Marquis 

By: ------------------------Its Town Manager 

s/Michael H. Madore 

By: ------------------------Its Electric Superintendent 

Address: Electric Division 
2 Burroughs Street 
Danvers, MA 01923 

Light Department's 
1980 Kllowatthour load 206.806.000 

TOHN OF NEST BOYLSTON 

s/Charles H. Coughlin 

~: ~------~-------------Its Manager 

Address: 4 Crescent Street 
Hest Boylston, MA 01583 

Light Department's 
1980 Kllowatthour load 43.974.000 
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City of Holyoke 

Town of Reading 

Town of South Hadley 

CITY OF HOLYOKE 

s/G.E. Leary 

By: 
Its uMa~n~a~g~er~------------------

Address: Gas & Electric Department 
70 Suffolk Street 
Holyoke, MA 01040 

Lt ght Department's 
1980 K11owatthour load 232 301 707 

TOHN OF READING 

s/Allan Ames 

By: 
Its ~S~ec~r~e7ta~r~y~.~R~e~a~d~ln-g~Mu-n~l-c~1p-a~l--

Ltght Board 

Address: 25 Haven Street 
P.O. Box 150 
Reading, MA 01867 

Light Department's 
1980 K1lowatthour load 401 794 849 

CONCORD MUNICIPAL LIGHT PLANT 

s/Steven E. Shelffer 

By: 
Its •To~w~n~Ma~n~a~g-er----------------

Address: 135 Keyes Road 
Concord, MA 01742 

TOHN OF SOUTH HADLEY 

s/Hayne e. Doerpholz 

By: 
Its ~M~an~a~g~e-r--------------------

Address: 85 Main Street 
South Hadley, MA 

Light Department's 
1980 Kllowatthour load 99.981.000 

Town of Groton 

Town of Shrewsbury 
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TOHN or Elitl!lll·· 

5I~: f .... ~ 

~: ~~~~~~~--==~--Its KaM~ d ·~~ --~ 

Address: ~-~ .: . .-··-~-"!!'llli!lllllll 
s:~ ........ 
~·~ 

Light Oei';l~= 
1980 r:.nat.~~ ;lt81:r.~;&itlll". 

TOWN Of S!t<9Sil!:.iR 

s/Tbc:a5 ~- ~-

~: ~~-=--~~~---------Its Actlr:; ~:- 'llltV 

Address: 1:xr ~nt· .~ 
SC:watm .!.! ' •1!.!11 

Light De~~""$ 
1980 Klloettlialr ~- I!fi:, C .. llt: 

NEH ENGWID ~ ~ 

s/Alf!'"'Kl t~ ~~ 

~: ~~--~~~~~------Its VIce Prnl~ -~ 

Address: 25 lb.w.~ ~ 
Mu ::to; :::a;;'llo.. e :::!lit 

The name "New England Electric Syst!'ll'" ~ ·!!!tlf ~~• 
trustees for the t1me being Cas trustee or e:s::as ~~ 
personally> under an agreement and declant:b d ~-: 
January 2, 1926, as amended, which Is h!~ -~ ·• '::.. .-rz::• 
copy of wh1 ch as amended has been filed w:ttt; e. S'iilelll::lt•· illl'l!"' 
the C0111110nwealth of Massachusetts. Any aq . .:uwa_ ~~~
or 1 1 abtlt ty made, entered Into or I ncurnCI e.., er • =--r.:1!" _. 
New England Electric System binds only Its ~-~-~ 
no shareholder, director, trustee, officer~~~-~ 
assumes or shall be held to any ltabtllty tb>:l!'_.:r-
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VELCO SCHEDULE 1 

Percentage Interest 

Citizens Utilities Company 

Fran~lln Electric Light Company 

Green Mountain Power Corporation 

1.1155 

0.0433 

3.1800 

4.3388 

Schedule Ii 

Massachusetts Municipal Hholesale 0~ ~· 
Contracting Electric Sys~ 

Massachusetts Systems 

Town of Ashburnham Municipal Light Plant 
Town of Georgetown Municipal Light Department 
Town of Hull Municipal Lighting Plant 
Town of Littleton Electric Light Department 
Town of Mansfield Municipal Electric Department 
Town of Marblehead Municipal Light Department 
Town of Middleton Municipal Electric Department 
Town of Paxton Municipal Light Department 
Town of Templeton Municipal Lighting Plant 

Rhode Island System 

Pascoag Fire District 
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ATTACHMENT A 

List of Equity Sponsors 

New Hampsh!re Hydro w\11 supply a list of Equity Sponsors as of 
the date of Initial computation and as of each date thereafter that 
the list changes. 

As of Febryary 1. 1988 <1> 

Egu!ty Sponsors 

New England Electr!c System 
Northeast Utll!t!es 
Boston Ed! son 
Vermont Electr!c Power <2> 
Canal Electr!c 
Mont a up 
Conn. Mun!c!pal Electr!c Coop. 
Read!ng 
Newport Electric 
Taunton 
Ch!copee 
Braintree 
Peabody 
Holyoke Gas & Electr!c 
Westfield 
Danvers 
Shrewsbury 
Hudson 
Hakef!eld 
H!ngham' 
Concord 
North Att1eboro 
M!ddleborough 
Nest Boylston 
Groton 

Egu!ty Share <l> 

51.0000 
22.4245 
10.9335 
4.3388 
3.3885 
3.2435 
0.8312 
0.4638 
0.4426 
0.3547 
0.3145 
0.2995 
0.2746 
0.2362 
0.2528 
0.2393 
0.1612 
0.1474 
0.1245 
0.1203 
0.1161 
0.1086 
0.1065 
0.0509 
0.0265 

100.0000 

<1> Boylston and South Hadley s!gned the Equ!ty Fund!ng Agreements 
but have not qual!fled as Equity Sponsors. ' 

<2> YELQo has slgrutd as agent for: 

Green Mounta!n Power 
Clt!zens Ut!l!t!es 
Frankl!n Electr!c 

3.18001. 
1.1155 
!L..Q!3l 

4.3388t 
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ATTACHMENT B 

Forms of the following documentat!on: 

1. Op!nlon of Counsel 

2. Cert! f! cate 

3. Incumbency and S!gnature Cert!f!cate 

4. Directors' Vote 

[Please note - governmental ent!t!es may make appropr!ate 
mod!f!cat!ons to these documents to reflect that they are not 
corporations. J 
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ttcrm of Opinion of Counsel for Each Utility Participant] 

Mtw~England Hydro-Transmission 
~ltcttlt Company, Inc.; 

Ntw England Hydro-Transmission 
Corporation; or 

New England Power Company 

Cent1emen: 

1 
Thts Opinion Is furnished In connection with the execution 

nd del Ivery by <the Company> of 
the fo11owtng Agreements: 

He have acted as counsel to the Company, one of the Utility 
't~tlctpants, In connection with the execution and delivery of 
•• lastc Agreements. He participated In reviewing and/or 

"'atung the Agreements. 

As general [special] counsel to the Company, we are 
~rally familiar with Its affairs. [If special counsel Is 
~Yfng the opinion, describe relationship to the Company.] He 
~ r•vlewed the proceedings taken by the Company In 
~etton with Its authorization, execution, and delivery of 
Dw Agreements and any documentation supplied by the Company 
'-reunder. Me have also examined executed counterparts of the 
~-.nts, have made such other Investigation, and have 
... ,~such other records and documents, and have made such 
'-"nation of. law and satl sfted ourselves as to such other 
~rs as we have deemed relevant and necessary tn order to 
~· us to express the opinions set forth below. 

lased upon and subject to the foregoing and to the further . 
tl'ltftcattons In. this opinion, we are of the opinion that: 

1. The Company Is a corporation duly organized, validly 
elftt~; &nd tn good standing under the laws of [the 
~l4tctton Of Its Incorporation], has the corporate power to 
•;fts assets and to transact the business lh which It Is 
~. and 1s duly qualified as a foreign corporation tn, and 
~"'good standing under the laws of, each jurisdiction In 
~ the conduct of Its business or the ownership of tts 
~ req~tres such qualification. 

~- The COmpany has <and In the case of the Agreements at 
tlt~.a of e~ecutlon and delivery thereof, had> full corporate 
.-.r. and legal right to execute, deliver and perform the 
~nts, and the Company has taken all necessary corporate 
~to authorize the execution, delivery, and performance by 
...,. tile A;reernents. 
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3. The execution, delivery, and performance by the Company 
of the Agreements do not <a> contravene the Company's [charter 
documents] or by-laws, <b> violate any applicable law, rule, 
regulation, order, writ, judgment, Injunction, decree, or award 
known to us by which the Company Is bound, <c> violate any 
Indenture, Instrument, or agreement known to us by which the 
Company Is bound, or <d> result In or require the creation or 
the Imposition of any lien pursuant to the provisions of any 
Indenture, Instrument, or agreement known to us by which the 
Company Is bound. 

4. No authorization, approval, consent, or other action 
by, and no notice to or filing with, any federal, state, or 
other governmental authority or regulatory body which has not 
been obtained or given and Is not In full force and effect Is 
required for the valid and lawful execution, delivery, and 
performance by the Company of the Agreements. [In this 
connection, to the extent It may be required by law, the 
approval of the Massachusetts Department of Public Utilities 
[Connecticut PUC, or other] has been given for the Agreements 
and the Company's performance thereunder by order<s> 
dated • which remains In full force and 
effect.] 

5. The Agreements have each been duly executed and 
delivered by the Company and constitute the legal, valid, and 
binding obligations of the Company enforceable against It In 
accordance with their respective terms . 

6. No action, suit, proceeding, or Investigation at law or 
In equity or by or before any governmental. Instrumentality or 
other agency now pending or threatened against or affecting the 
Company or Its property or rights which, If adversely 
determined, would materially Impair the ability of the Company 
to perform Its obligations under the Agreements Is known to us. 

our opinion that the Agreements are enforceable, each In 
accordance with the terms thereof, Is qualified to the extent 
that the enforcement of the rights and remedies created thereby 
Is subject to bankruptcy, Insolvency, reorganization, and 
similar laws of general application affecting the rights and 
remedies of creditors and secured parties, and to the further 
extent that the availability of the remedies of specific 
enforcement, Injunctive relief, or any other equitable remedy 
Is subject to the discretion of the court before which any 
proceeding therefor may be brought. 

Very truly yours, 
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CERTifiCATE 

I, <Insert name), the Cler~ <or Secretary or other 
principal recording officer> of <Insert name of Utility 
Participant>, a <Insert state of organization> <the "Company"> 
do hereby certify that: 

<1> Attached hereto as Exhibit A Is a true and correct 
copy of a vote duly adopted at a meeting of the Board of 
Directors of the Company, duly called and held on • 
198_, and that such vote and the authority vested thereby have 
not been amended or revoked and are still In full force and 
effect. 

<2> Attached hereto as Exhibit B Is a true and correct 
copy of the Articles of Organization <or other charter 
documents> of the Company, as amended and In effect as of the 
date of this Certificate. 

<3> Attached hereto as Exhibit C Is a true and correct 
copy of the By-Laws of the Company, as amended and In effect as 
of the date of this Certificate. 

<4> The persons <or person> listed on Exhibit p have been 
duly elected to the offices set forth adjacent to their 
respective names since the first day of June, 1985, and the 
signatures adjacent to their respective names are the genuine 
signatures of said officers. 

IN WITNESS WHEREOF, I have placed my hand and the seal of 
the Company this day of , 198_. 

~---------------------
Name: 
Title: 

-49-

CONFIRMATION Of INCUMBENCY AND SIGNATURE Of 
CLERK. SECRETARY OR OTHER PRINCIPAL REQORPING OFFICER 

I, <name>, <title) of the Company, do hereby certify that 
<name of officer executing certificate> Is and at all times 
subsequent to , 198_, has been the duly elected 
<title> of the Company and that the signature adjacent to his 
<or her> name Is the genuine signature of said officer. 

~--------------------
Name: 
Title: 

_£ -
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FORM OF DIRECTORS' YQTE APPROVING AGREEMENTS 

That In connection with this Company's participation 
In the Phase II expansion of the proposed 
Interconnection between the New England Power Pool 
companies and Hydro-Quebec, the execution and delivery 
on behalf of th1s Company by __ ___, _ __,,.....,.-
President, of the following agreements: <being 
collectively referred to In this vote as "A9reements"> 
copies of which Agreements have been presented at this 
meeting, are hereby authorized, approved, ratified, 
and confirmed, and that the officers of this Company 
are further authorized severally to take any and all 
such further actions Including the execution and 
delivery of such further documents, as such officers 
or any of them may deem necessary or appropriate In 
connection with the actions and documents authorized 
by thl s vote. 

-51-

ATTACHMENT C 

SubscriPtion Process for Dlteml!j1;!J>'; 
Equity Shares under Section S<B> 

After a llocatlon of 517. of the Equl ty Shares tn lEt'S 
pursuant to Section S<B><l>, the Equity Shares sn.ll bt 
allocated to Equity Sponsors other than NEES as follOW'S: 

<a> Each other Equity Sponsor shall be entitled to a ~e 
rata share of the remainder based on the Partlcl~ttc; 
Share of such Equity Sponsor or the Partlclpant<s.> 
that has designated It as an Equity Sponsor as a 
percentage of Participating Shares of all other Equity 
Sponsors or such Participants as shown In the New 
Hampshire HVDC Support Agreement. For the purpose of 
this calculation, the Participating Share of each 
Equity Sponsor designated by VELOO shall be dee~d to 
be a pro rata share of VELOO's Participating Share 
based on the ratio of such Equity Sponsor's 1980 kwh 
load to the aggregate 1980 kwh load of all Equity 
Sponsors designated by VELCO. 

<b> Upon execution of this Agreement, each other Equity 
Sponsor may subscribe for more or less than Its share 
under <a> above. 

<c> Upon execution of this Agreement, each other Equity 
Sponsor may specify a maximum limit on Its share of 
such remainder that would apply to any allocations 
made on or before June 1, 1986 or such later deadline 
date as Is fixed pursuant to Section 2 hereof. 

(d) If there are no undersubscrlptlons or 
oversubscriptions under <b> above or If the sum of the 
shares under <a> or (b) above for all Equity Sponsors 
equals lOot of such remaining shares, then each Equity 
Sponsor shall have a share as determ.lned under <a> or 
<b> above. <For the purposes of this attachment, 
oversubscription shall mean, with respect to any 
Equity Sponsor, a subscription under (b) above of .ore 
than Its share under <a> above. For the same 
purposes, undersubscrlptlon shall mean, with respect 
to any Equity Sponsor, a subscription under <b> above 
of less than Its share under <a> above. The aMOunt of 
such oversubscription shall be equal to <b> Minus <a> 
and the amount of such undersubscrlptlon shall be 
equal to <a> minus <b>.> 

<e> If there are undersubscrlptlons but not 
oversubscriptions or If there are oversubscriptions 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 434 of 732



-52-

but no undersubscrlptlons, then each Equity Spon~or 
shall have a share as determined under <a> above; 
provided, however, that no Equity Sponsor shall be 
allocated more than Its specified limit under <c> 
above. If the sum of all shares heretofore allocated 
Is less than lOot, any remaining share shall be 
allocated to all Equity Sponsors that have received 
shares less than their limits under <c> above, pro 
rata by the difference between their limits under <c> 
above and their shares as heretofore allocated. 

<f> If the net result of subtracting the aggregate amount 
of all undersubscrlptlons from the aggregate amount of 
all oversubscriptions Is greater than zero, the 
aggregate amount of all oversubscriptions must be 
reduced to the aggregate amount of all 
undersubscrlptlons. This amount shall be referred to 
as the total permitted amount of oversubscriptions. 
Each oversubscriber shall Initially be allocated a 
share of the total permitted amount of 
oversubscriptions <pro rata by the Participating 
Shares of the oversubscrlbers or their designators as 
shown In the New Hampshire HVDC Support Agreement>: 
provided that no oversubscriber shall be allocated 
more than Its requested amount under <b> above. Any 
remaining unallocated portion of the total permitted 
amount of oversubscriptions shall be allocated to all 
oversubscrlbers that have not yet reached their 
requested amount under <b> above pro rata by the 
dlfferen~es between their requested shares under <b> 
above and their shares as heretofore allocated. 

<g> If the net result of subtracting the aggregate amount 
of all oversubscriptions from the aggregate amount of . 
all undersubscrlptlons Is greater than zero, the 
aggregate amount of all undersubscrlptlons must be 
reduced to the aggregate amount of all 
oversubscriptions. This amount shall be referred to 
as the total permitted amount of undersubscrlptlons. 
The total permitted amount of undersubscrlptlons shall 
be allocated to the undersubscrlbers pro rata by the 
amounts of their undersubscrlptlons; provided, 
however, that no Equity Sponsor shall be allocated 
more than Its specified limit under <c> above. If the 
sum of all shares heretofore allocated Is less than 
1001, any remaining share shall be allocated to all 
Equity Sponsors that have received shares less than 
their limits under <c> above, pro rata by the 
difference between their limits under <c> above and 
their shares as heretofore allocated. 

(h) 

-53-

If Equity Shares are required to be cbl:~ =*' W!. 
to subpart <I> or (II> of Section S<a), ~ts 
rea !location sha 11 be accomp11slled In a.n:u ~:;! t""::t 
thls Attachment C on the bash of tho! Slt:-stHJ-~::a 
Initially made under <b> and the .axl.aD t~:s 
specified under <c> by each contlnu1Q9 EcB1~ ~
and giving effect to the termination of -=1 ~~ 
Sponsor pursuant to said subpart <I> or <~1). 
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Amended, Restated and Adopted by Northeast  
Utilities Compensation Committee of the Board of 

Trustees on February 13, 2007 as Approved by 
Northeast Utilities Shareholders on May 8, 2007 

Amended and Restated Effective 
January 1, 2009 
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ARTICLE I 
PURPOSE 

 
The purpose of the Northeast Utilities Incentive Plan (the "Plan") is to provide (i) 
designated employees of the Company (as hereinafter defined in Article X) and (ii) non-
employee members of the Board of Trustees (the "Board") of Northeast Utilities, a 
Massachusetts business trust, ("NU") with the opportunity to receive annual incentive 
compensation and grants of incentive stock options, nonqualified stock options, stock 
appreciation rights, restricted shares, restricted share units and performance units.  The 
Company believes that the Plan will assist it in recruiting talented employees who will 
contribute materially to the growth of the Company, thereby benefiting NU's shareholders 
and aligning the economic interests of the participants with those of the shareholders. 
 
For purposes of the Plan, definitions appear in the Plan and as set forth in Article XIV.  
 

ARTICLE II 
ADMINISTRATION 

 
1. Committee.  The Plan shall be administered and interpreted by the Board’s 

Compensation Committee, or the person or persons to which such committee delegates 
any of its functions under the Plan (the "Committee").  The Committee may consist of 
two or more persons appointed by the Board, all of whom shall be "outside directors" as 
defined under section 162(m) of the Internal Revenue Code of 1986, as amended (the 
"Code") and related Treasury regulations and "non-employee directors" as defined under 
Rule 16b-3 under the Exchange Act.  Members of the Committee shall be "independent" 
as defined under the listing standards of the New York Stock Exchange.  However, the 
Board may ratify or approve any grants as it deems appropriate or as are submitted by the 
Committee. 
 

2. Committee Authority.  The Committee shall have the authority to amend or 
terminate the Plan as provided in Article XII.  The Committee shall have the sole 
authority to ( a ) establish, and review the Company’s and the Grantee’s, as defined 
below, performance against annual goals for purpose of the annual incentives to be 
distributed and determine the individuals to whom grants shall be made under the Plan, 
( b ) determine the type, size and terms of the grants to be made to each such individual, 
( c ) determine the time when the grants will be made and the duration of any applicable 
exercise or restriction period, including the criteria for exercisability and the acceleration 
of exercisability ( d ) establish such rules and regulations or take such action as it deems 
necessary or advisable for the proper administration of the Plan, including the delegation 
of day-to-day plan administration, and ( e ) deal with any other matters arising under the 
Plan. 
 

3. Committee Determinations.  The Committee shall have full power and authority 
to administer and interpret the Plan, to make factual determinations and to adopt or 
amend such rules, regulations, agreements and instruments for implementing the Plan and 
for the conduct of its business as it deems necessary or advisable, in its sole discretion. 
 The Committee's interpretations of the Plan and all determinations made by the  
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Committee pursuant to the powers vested in it hereunder shall be conclusive and binding 
on all persons having any interest in the Plan or in any awards granted hereunder 
including, but not limited to, the Company, the Committee, the Board, the affected 
Participants, and their respective successors in interest.  All powers of the Committee 
shall be executed in its sole discretion, in the best interest of the Company, not as a 
fiduciary, and in keeping with the objectives of the Plan and need not be uniform as to 
similarly situated individuals. 
 

ARTICLE III 
ANNUAL INCENTIVE AWARDS 

 
1. Eligibility for Participation.  Each employee of the Company classified as a Vice 

President or higher (an "Executive Employee") shall be eligible to receive an annual 
incentive award (an "Award") under the Plan 
 

2. Annual Awards. 
 

(a) As soon as practicable after the start of each fiscal year of NU, but in any 
event within 90 days, the Committee shall set the Performance Goals for the Company 
which shall be the basis for determining the Awards to be paid to each Executive 
Employee for such fiscal year and the Committee shall communicate the target and the 
percentages (including minimums and maximums) for each Executive Employee 
applicable to each level of achievement against the target set.  In no event may an 
individual Award for an Executive Employee exceed $4,000,000. 
 

(b) The maximum amount of an Award for an Executive Employee shall be 
based upon the Company’s performance compared against the Performance Goals set for 
that fiscal year.  The actual amount of the Award for any Executive Employee shall be 
reduced, accordingly, by the Committee if the Executive Employee does not satisfy one 
or more individual financial or nonfinancial objectives set by the Committee for that 
Executive Employee as of the beginning of the relevant fiscal year.  Any such objectives 
for an Executive Employee shall be set by the Committee and announced to the affected 
Executive Employee no later than 90 days after the commencement of the relevant fiscal 
year of NU. 
 

(c) The Committee shall certify and announce the Awards that will be paid by 
the Company to each Executive Employee as soon as practicable following the final 
determination of the Company's financial results for the relevant fiscal year.  Payment of 
Awards that an Executive Employee has not expressly deferred pursuant to Section 3 
below shall be made in cash, or in shares of Company Stock or Options, the value of 
which shall equal the amount to be distributed, all as determined by the Committee, after 
the end of the relevant fiscal year but not later than two and one-half months after the end 
of such fiscal year, provided that the Executive Employee has not separated from 
employment by the Company prior to the date that payment is due except as otherwise 
specifically provided in a contract between the Company and the Executive Employee. 
 The Committee may provide for complete or partial exceptions to this requirement if an 
Executive Employee’s employment terminated on account of Retirement, termination 
without Cause, death, Disability or a Change of Control. 
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3.  Deferral of Annual Awards . The Committee may permit an Executive Employee 
to defer an Award in accordance with such procedures as the Committee may from 
time to time specify subject to the limitations set forth in Section 3 of Article XIII of 
this Plan.     

 
ARTICLE IV 

STOCK-BASED GRANTS 
 

1. Grants.  Grants under the Plan may consist of grants of incentive stock options 
("Incentive Stock Options") or nonqualified stock options ("Nonqualified Stock 
Options")(Incentive Stock Options and Nonqualified Stock Options are collectively 
referred to as "Options"), restricted stock ("Restricted Stock"), restricted share units 
(Restricted Share Units" or "RSUs"), stock appreciation rights ("SARs"), and/or 
performance units ("Performance Units") (hereinafter collectively referred to as 
"Grants").  Grants may be awarded singly, in combination or in tandem with other 
Grants.  All Grants shall be subject to the terms and conditions set forth herein and to 
such other terms and conditions consistent with this Plan as the Committee deems 
appropriate and as are specified in writing by the Committee in program documents 
applicable to particular years and/or Grants and in individual grant instruments or 
amendments to the same (each a "Grant Instrument").  The Committee shall approve the 
form and provisions of each Grant Instrument.  Grants under a particular Section of the 
Plan need not be uniform as among the Grantees, as defined below.   
 

2. Eligibility for Participation. 
 

(a) Eligible Persons.  All employees of the Company ("Employees"), 
including Employees who are officers or members of the Board, contractors of the 
Company ("Contractors"), and members of the Board who are not Employees ("Non-
Employee Trustees") shall be eligible to receive Grants under the Plan.  Contractors shall 
be eligible to receive Grants only of Nonqualified Stock Options.   
 

(b) Selection of Grantees.  The Committee shall select the Employees and 
Contractors to receive Grants and shall determine the number of shares of Company 
Stock subject to a particular Grant in such manner as the Committee determines. 
 Employees, Contractors and Non-Employee Trustees who receive Grants under this Plan 
shall hereinafter be referred to as "Grantees". 
 

(c) Collective Bargaining Employees.  Anything to the contrary in this Plan 
notwithstanding, no Employee whose terms and conditions of employment are subject to 
negotiation with a collective bargaining agent shall be eligible to receive Grants under 
this Plan until the agreement between the Company and such collective bargaining agent 
with respect to the Employee provides for participation in the Plan. 
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3. Granting of Options. 
 

(a) Number of Shares.  The Committee shall determine the number of shares 
of Company Stock that will be subject to each Grant of Options to Employees and 
Contractors subject to the overall limits of Article IX. 
 

(b) Type of Option and Price.   
 

(i)  The Committee may grant Incentive Stock Options that are intended to 
qualify as "incentive stock options" within the meaning of section 422 of the Code or 
Nonqualified Stock Options that are not intended so to qualify or any combination of 
Incentive Stock Options and Nonqualified Stock Options, all in accordance with the 
terms and conditions set forth herein.  Incentive Stock Options may be granted only to 
Employees.  Nonqualified Stock Options may be granted to Employees, Contractors and 
Non-Employee Trustees. 
 

(ii) The purchase price (the "Exercise Price") of Company Stock 
subject to an Option shall be determined by the Committee and shall be equal to or 
greater than the Fair Market Value (as defined below) of a share of Company Stock on 
the date the Option is granted; provided, however, that an Incentive Stock Option may 
not be granted to an Employee who, at the time of grant, owns stock possessing more 
than 10 percent of the total combined voting power of all classes of stock of the Company 
or any parent or subsidiary of the Company, unless the Exercise Price per share is not less 
than 110% of the Fair Market Value of Company Stock on the date of grant. The 
Committee may not modify the applicable Exercise Price after the date of Grant. 
 

(iii) If the Company Stock is publicly traded, then the Fair Market 
Value per share shall be the closing price of the Company Stock as reported in the Wall 
Street Journal as composite transactions for the relevant date (or the latest date for which 
such price was reported if such date is not a business day), or if not available, determined 
as follows: ( A ) if the principal trading market for the Company Stock is the New York 
Stock Exchange, the last reported sale price thereof on the relevant date or (if there were 
no trades on that date) the latest preceding date upon which a sale was reported, ( B ) if 
the principal trading market for the Company Stock is a national securities exchange 
other than the New York Stock Exchange or is the NASDAQ National Market, the last 
reported sale price thereof on the relevant date or (if there were no trades on that date) the 
latest preceding date upon which a sale was reported, or ( C ) if the Company Stock is not 
principally traded on such exchange or market, the mean between the last reported "bid" 
and "asked" prices of Company Stock on the relevant date, as reported on NASDAQ or, 
if not so reported, as reported by the National Daily Quotation Bureau, Inc. or as reported 
in a customary financial reporting service, as applicable and as the Committee 
determines.  If the Company Stock is not publicly traded or, if publicly traded, is not 
subject to reported transactions or "bid" or "asked" quotations as set forth above, the Fair 
Market Value per share shall be as determined by the Committee in accordance with the 
requirements of Section 1.409A-1(b)(5)(iv)(B) of the Treasury Regulations . 
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(c) Option Term.  The Committee shall determine the term of each Option. 
 The term of any Option shall not exceed ten years from the date of grant.  However, an 
Incentive Stock Option that is granted to an Employee who, at the time of grant, owns 
stock possessing more than 10 percent of the total combined voting power of all classes 
of stock of the Company, or any parent or subsidiary of the Company, may not have a 
term that exceeds five years from the date of grant. 
 

(d) Exercisability of Options.  Options shall become exercisable in accordance 
with such terms and conditions, consistent with the Plan, as may be determined by the 
Committee and specified in the Grant Instrument.  The Committee may accelerate the 
exercisability of any or all outstanding Options at any time for any reason. 
 

(e) Termination of Employment, Retirement, Disability or Death. 
 

(i) Except as provided below, an Option may be exercised only while 
the Grantee is employed by, or providing service to, the Company as an Employee, a 
Contractor, or a member of the Board.  In the event that a Grantee ceases to be employed 
by, or provide service to, the Company then, unless the Committee deems otherwise, all 
outstanding Options will expire upon termination from employment or service with the 
Board for Cause, or any  other reason, including termination on account of "Retirement," 
"Disability," or death.   
 

(ii) For purposes of this Plan and programs thereunder: 
 

(A) "Cause" shall mean, except to the extent specified 
otherwise by the Committee acting on behalf of the Company, ( x ) the Grantee’s 
conviction of a felony, ( y ) in the reasonable determination of the Committee, the 
Grantee’s ( I ) commission of an act of fraud, embezzlement, or theft in connection with 
the Grantee’s duties in the course of the Grantee’s employment with the Company, ( II ) 
acts or omissions causing intentional, wrongful damage to the property of the Company 
or intentional and wrongful disclosure of confidential information of the Company, or 
( III ) engaging in gross misconduct or gross negligence in the course of the Grantee’s 
employment with the Company, or ( z ) the Grantee’s material breach of his or her 
obligations under any written agreement with the Company if such breach shall not have 
been remedied within 30 days after receiving written notice from the Committee 
specifying the details thereof.  For purposes of this Program, an act or omission on the 
part of a Grantee shall be deemed "intentional" only if it was not due primarily to an error 
in judgment or negligence and was done by Grantee not in good faith and without 
reasonable belief that the act or omission was in the best interest of the Company.  In the 
event a Grantee's employment or service is terminated for cause, in addition to the 
immediate termination of all Grants, the Grantee shall automatically forfeit all shares 
underlying any exercised portion of an Option for which the Company has not yet 
delivered the share certificates, upon refund by the Company of the Exercise Price paid 
by the Grantee for such shares. 
 

(B) "Disability" shall mean a Grantee's being determined to be 
 disabled within the meaning of the long-term disability plan or program that is a part of  
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the Northeast Utilities Service Company Flexible Benefits Plan (or any successor plan or 
program, hereafter, the "LTD Program"). 
 

(C) "Employed by, or provide service to, the Company" shall 
mean employment or service as an Employee, Contractor or member of the Board (so 
that, for purposes of exercising Options and SARs and satisfying conditions with respect 
to Restricted Stock, RSUs and Performance Units, a Grantee shall not be considered to 
have terminated employment or service until the Grantee ceases to be an Employee, 
Contractor and member of the Board), unless the Committee determines otherwise. 
 

(D)  "Retired" shall mean a termination of employment from the 
Company, other than for "Cause" on or after the earlier to occur of (x) attainment of age 
65,  (y) eligibility for pension payments under the Supplemental Executive Retirement 
Plan for Officers of  Northeast Utilities System Companies, or  employment-related 
agreement with the Company, or  (z) attainment of age 55 after completing at least ten 
years of vesting service under the Northeast Utilities Service Company 401k Plan.    
 

(f) Exercise of Options.  A Grantee may exercise an Option that has become 
exercisable, in whole or in part, by delivering a notice of exercise to the Company with 
payment of the Exercise Price.  The Grantee shall pay the Exercise Price for an Option as 
specified by the Committee: 
 

(i)    in cash,  
 

(ii)  with the approval of the Committee, by delivering shares of Company 
Stock owned by the Grantee (including Company Stock acquired in connection with the 
exercise of an Option or Restricted Stock, as defined below, granted under this Plan, 
subject to such restrictions as the Committee deems appropriate including placing the 
same restrictions on the shares of Company Stock obtained through the exchange of the 
Restricted Stock) and having a Fair Market Value on the date of exercise equal to the 
Exercise Price, or 
 

 (iii)  by such other method as the Committee may approve, including 
payment through a broker in accordance with procedures permitted by Regulation T of 
the Federal Reserve Board.  The Grantee shall pay the Exercise Price and the amount of 
any withholding tax due at the time of exercise.  
 

(g) Limits on Incentive Stock Options.  Each Incentive Stock Option shall 
provide that, if the aggregate Fair Market Value of the stock on the date of the grant with 
respect to which Incentive Stock Options are exercisable for the first time by a Grantee 
during any calendar year, under the Plan or any other stock option plan of the Company 
exceeds $100,000, then the option, as to the excess, shall be treated as a Nonqualified 
Stock Option.  An Incentive Stock Option shall not be granted to any person who is not 
an Employee of the Company. 
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ARTICLE V 
STOCK-BASED GRANTS TO NON-EMPLOYEE TRUSTEES 

 
1. Eligibility for Participation.  Non-Employee Trustees shall be eligible to receive 
Grants as set forth in Article IV; provided, that the number of shares of Company 
Stock subject to each Grant of Options, as well as the terms of all Grants, to Non-
Employee Trustees shall be approved by the Board, in accordance with Article (9) of 
the Declaration of Trust of Northeast Utilities, as amended. 

 
2. Terms of Retirement.  The words "age 65" in the definition of "Retired" in 

Section 3(e)(ii)(D) of Article IV shall be read as "age 70" with respect to Non-Employee 
Trustees. 
 

ARTICLE VI 
RESTRICTED STOCK AND RESTRICTED SHARE UNIT GRANTS 

 
1. Restricted Stock Grants.  Subject to the terms and conditions of the Plan, the 

Committee may issue or transfer shares of Company Stock to a Grantee with such 
restrictions as the Committee deems appropriate ("Restricted Stock").  The following 
provisions are applicable to Restricted Stock: 
 

(a) General Requirements.  Shares of Company Stock issued or transferred 
pursuant to Restricted Stock Grants may be issued or transferred in exchange for services 
performed or to be performed.  The Committee may establish conditions under which 
restrictions on shares of Restricted Stock shall lapse over a period of time or according to 
such other criteria as the Committee deems appropriate.  The period of time during which 
the Restricted Stock will remain subject to restrictions (the "Restriction Period") will be 
designated in the Grant Instrument  
 

(b) Number of Shares.  The Committee shall determine the number of shares 
of Company Stock to be issued or transferred pursuant to a Restricted Stock Grant and 
the restrictions applicable to such shares, subject to the limitations contained in Article 
IX.  
 

(c) Requirement of Employment or Service.  If the Grantee ceases to be 
employed by, or provide service to, the Company during the Restriction Period, or if 
other specified conditions are not met, the Restricted Stock Grant shall terminate as to all 
shares covered by the Grant as to which the restrictions have not lapsed, and those shares 
of Company Stock must be immediately returned to the Company.  The Committee may, 
however, provide for complete or partial exceptions to this requirement as it deems 
appropriate. 
 

(d) Restrictions on Transfer and Legend on Share Certificate.  During the 
Restriction Period, a Grantee may not sell, assign, transfer, pledge or otherwise dispose 
of the shares of Restricted Stock except to a Successor Grantee, as defined below.  The 
Committee may determine that the Company will issue certificates for shares of 
Restricted Stock, in which case each certificate for a share of Restricted Stock shall 
contain a legend giving appropriate notice of the restrictions in the Grant.  The Grantee 
shall be entitled to have the legend removed from the share certificate covering the shares 
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subject to restrictions when all restrictions on such shares have lapsed.  The Committee 
may determine that the Company will not issue certificates for shares of Restricted Stock 
until all restrictions on such shares have lapsed, or that the Company will retain 
possession of certificates for shares of Restricted Stock until all restrictions on such 
shares have lapsed. 
 

(e) Right to Vote and to Receive Dividends.  Unless the Committee 
determines otherwise, the Grantee shall have the right to vote Restricted Stock and to 
receive any dividends or other distributions paid on such shares during the Restriction 
Period subject to any restrictions deemed appropriate by the Committee. 
 

(f) Lapse of Restrictions.  All restrictions imposed on Restricted Stock shall 
lapse upon the expiration of the applicable Restriction Period and the satisfaction of all 
conditions imposed by the Committee.  The Committee may determine, as to any or all 
Restricted Stock Grants, that the restrictions shall lapse without regard to any Restriction 
Period. 
 

2.  Restricted Share Unit Grants.   

(a)  Restriction Period.  The Committee may make Grants of Restricted Share 
Units to Employees and Non-Employee Trustees representing the right to receive shares 
of Company Stock, cash, or both, as determined by the Committee (hereafter, "Restricted 
Share Units"). Between the end of the Restriction Period and the second payroll date 
following the end of the Restriction Period, subject to any deferral election that may be 
made or applied to the Grant pursuant to subsection (e) below and further subject to the 
limitations set forth in Section 3 of Article XIII of this Plan with respect to a Grant of 
Restricted Share Units that is subject to Section 409A of the Code , cash or shares or both 
shall be delivered to the Grantee (unless previously forfeited).  Restricted Share Units 
may not be sold, assigned, transferred, pledged or otherwise encumbered during the 
Restriction Period.  A Grantee of Restricted Share Units shall have none of the rights of a 
holder of Company Stock unless and until shares of Company Stock are actually 
delivered in satisfaction of such Restricted Share Units. 
 

(b) Number of Units.  The Committee shall determine the number of 
Restricted Share Units pursuant to a Restricted Share Unit Grant and the restrictions 
applicable to such shares, subject to the limitations contained in Article IX.  
 

(c) Requirement of Employment or Service.  If the Grantee ceases to be 
employed by, or provide service to, the Company during a period designated in the Grant 
Instrument as the Restriction Period, or if other specified conditions are not met, the 
Restricted Share Unit Grant shall terminate as to all Restricted Share Units covered by 
the Grant as to which the restrictions have not lapsed.  The Committee may, however, 
provide in the Grant Instrument for complete or partial exceptions to this requirement if 
an Employee’s employment or Non-Employee Trustee’s service with the Board ends on 
account of Retirement, termination without Cause, death or Disability or due to a Change 
of Control, as it deems appropriate subject to the limitations set forth in Section 3 of 
Article XIII of this Plan .  
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(d)  Dividend Equivalents.  The Committee may determine that a Grant 
Instrument with respect to Restricted Share Units may provide that the Grantee shall be 
entitled to receive as compensation from the Company dividend equivalents with respect 
thereto, in the form determined by the Committee from the effective date of the Grant 
Instrument through the earlier of (i) the date the Restricted Share Unit is forfeited, and (ii) 
the date Company Stock representing such Restricted Share Units or cash is delivered to 
the Grantee as provided herein. 
 

(e)  Deferrals of Restricted Share Units.  The Committee may provide in the 
Grant Instrument for the automatic deferral of the payment of Restricted Share Units 
upon the lapse of restrictions on the Grant or permit a Grantee to elect deferral by filing a 
written election with the Committee in accordance with such procedures as the 
Committee may from time to time specify, subject to the limitations set forth in Section 3 
of Article XIII of this Plan . 
 

3. Withholding.  The Company shall have the right to deduct from any settlement of 
a Grant of Restricted Shares or Restricted Share Units, including the delivery or vesting 
of shares or dividend equivalents, an amount sufficient to cover withholding required by 
law for any federal, state or local taxes or to take such other action as may be necessary 
to satisfy any withholding obligations.  The Committee may permit shares to be used to 
satisfy required tax withholding, and such shares shall be valued at the fair market value 
as of the settlement date of the applicable Grant. 
 

4.  Section 162(m).  Notwithstanding any other provision of the Plan or the terms of 
any Grant or Award issued hereunder, Grants of Restricted Stock or Restricted Share 
Units under this Article VI are not intended to be or meet the requirements for "qualified 
performance based compensation" under Section 162(m) of the Code or Treasury 
Regulation § 1.162-27(e). 

  
ARTICLE VII 

STOCK APPRECIATION RIGHTS 
 

1. Stock Appreciation Rights. 
 

(a) General Requirements.  The Committee may grant stock appreciation 
rights ("SARs") to a Grantee separately or in tandem with any Option (for all or a portion 
of the applicable Option).  Tandem SARs may be granted either at the time the Option is 
granted or at any time thereafter while the Option remains outstanding; provided, 
however, that, in the case of an Incentive Stock Option, SARs may be granted only at the 
time of the Grant of the Incentive Stock Option.  The Committee shall establish the base 
amount of the SAR at the time the SAR is granted.  The base amount of each SAR shall 
be equal to the per share Exercise Price of the related Option or, if there is no related 
Option, the Fair Market Value of a share of Company Stock as of the date of Grant of the 
SAR ("Base Amount").  The Committee may not modify the applicable Base Amount of 
the SAR after the date of Grant. 
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(b) Tandem SARs.  In the case of tandem SARs, the number of SARs granted 
to a Grantee that shall be exercisable during a specified period shall not exceed the 
number of shares of Company Stock that the Grantee may purchase upon the exercise of 
the related Option during such period.  Upon the exercise of an Option, the SARs relating 
to the Company Stock covered by such Option shall terminate.  Upon the exercise of 
SARs, the related Option shall terminate to the extent of an equal number of shares of 
Company Stock. 
 

(c) Exercisability.  An SAR shall be exercisable during the period specified 
by the Committee in the Grant Instrument and shall be subject to such vesting and other 
restrictions as may be specified in the Grant Instrument.  SARs may only be exercised 
while the Grantee is employed by the Company or during the applicable period after 
termination of employment as described in Article IV, Section 3(e).  A tandem SAR shall 
be exercisable only during the period when the Option to which it is related is also 
exercisable. 
 

(d) Value of SARs.  When a Grantee exercises SARs, the Grantee shall 
receive in settlement of such SARs an amount equal to the "spread value" for the number 
of SARs exercised, payable in cash..  The "spread value" for an SAR is the amount 
representing the  difference by which the Fair Market Value of the underlying Company 
Stock on the date of exercise of the SAR exceeds the base amount of the SAR as 
described in Subsection (a). 
 

(e) Form of Payment.   For purposes of calculating the amount of cash to be 
received, shares of Company Stock shall be valued at their Fair Market Value on the date 
of exercise of the SAR and cash shall be distributed, net of applicable withholding taxes.   
 

ARTICLE VIII 
PERFORMANCE UNITS 

 
1. Performance Units. 

 
(a) General Requirements.  The Committee may grant performance units 

("Performance Units") to an Employee.  Each Performance Unit shall represent the right 
of the Grantee to receive an amount based on the value of the Performance Unit, if 
performance goals established by the Committee are met.  A Performance Unit shall be 
based on the Fair Market Value of a share of Company Stock or on such other 
measurement base as the Committee deems appropriate.  The Committee shall determine 
the number of Performance Units to be granted and the requirements applicable to such 
Units, subject to the limitations contained in Article IX.  
 

(b) Performance Period and Performance Goals.  When Performance Units are 
granted, the Committee shall establish the Performance Period during which performance 
shall be measured, Performance Goals applicable to the Units and such other conditions 
of the Grant as the Committee deems appropriate.  Performance Goals may relate to the 
financial performance of the Company or its operating units, the performance of 
Company Stock, individual performance, or such other criteria as the Committee deems 
appropriate. 
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(c) Payment with respect to Performance Units.  At the end of each 
Performance Period, the Committee shall determine to what extent the Performance 
Goals and other conditions of the Performance Units are met and the amount, if any, to be 
paid with respect to the Performance Units.  Payments with respect to Performance Units 
shall be made in cash, in Company Stock, or in a combination of the two, as determined 
by the Committee after the end of the relevant Performance Period but not later than two 
and one-half months after the end of such Performance Period subject to any deferral 
election that may be made or applied to the Grant pursuant to subsection (e) below and 
further subject to the limitations set forth in Section 3 of Article XIII of this Plan with 
respect to a Grant of Performance Units that is subject to Section 409A of the Code.  
 

(d) Requirement of Employment or Service.  If the Grantee ceases to be 
employed by, or provide service to, the Company (as defined in Article IV, Section 3(e)) 
during a Performance Period, or if other conditions established by the Committee are not 
met, the Grantee's Performance Units shall be forfeited.  The Committee may, however, 
provide  in the Grant Instrument for complete or partial exceptions to this requirement if 
an Employee’s employment ends on account of Retirement, termination without Cause, 
death or Disability or due to a Change of Control, as it deems appropriate subject to the 
limitations set forth in Section 3 of Article XIII of this Plan .. 
 

(e)  Deferrals of Performance Units.  The Committee may provide in the Grant 
Instrument for the automatic deferral of the payment of Performance Units at the end of 
the Performance Period or permit a Grantee to elect deferral by filing a written election 
with the Committee in accordance with such procedures as the Committee may from time 
to time specify subject to the limitations set forth in Section 3 of Article XIII of this Plan. 
 

(f)  Designation as Qualified Performance-Based Compensation.  The 
Committee may determine that Performance Units granted to a Grantee shall be 
considered "qualified performance-based compensation" under Section 162(m) of the 
Code.  The provisions of this subsection (e) shall apply to Grants of Performance Units 
that are to be considered "qualified performance-based compensation" under Section 162
(m) of the Code.   
 

(i) Performance Goals.  When Performance Units that are to be 
considered "qualified performance-based compensation" are Granted, the Committee 
shall establish in writing (A) the objective Performance Goals that must be met in order 
for amounts to be paid under the Performance Units, (B) the Performance Period during 
which the performance goals must be met, (C) the threshold, target and maximum 
amounts that may be paid if the Performance Goals are met, and (D) any other 
conditions, including without limitation provisions relating to death, disability, other 
termination of employment or Change of Control, that the Committee deems appropriate 
and consistent with the Plan and Section 162(m) of the Code.  The performance goals 
may relate to the Employee’s business unit or the performance of the Company and its 
subsidiaries as a whole, or any combination of the foregoing.  
 

(ii) Establishment of Goals.  The Committee shall establish the 
Performance Goals in writing either before the beginning of the Performance Period or  
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during a period ending no later than the earlier of (A) 90 days after the beginning of the 
Performance Period or (B) the date on which 25% of the Performance Period has been 
completed, or such other date as may be required or permitted under applicable 
regulations under Section 162(m) of the Code.  The performance goals shall satisfy the 
requirements for "qualified performance-based compensation," including the requirement 
that the achievement of the goals be substantially uncertain at the time they are 
established and that the goals be established in such a way that a third party with 
knowledge of the relevant facts could determine whether and to what extent the 
performance goals have been met.  The Committee shall not have discretion to increase 
the amount of compensation that is payable upon achievement of the designated 
performance goals. 
 

(iii) Maximum Payment.  The number of Performance Units granted 
and paid in shares shall not exceed the limit specified under Article IX(1)(a).  If 
Performance Units are paid in cash, the maximum amount that may be paid to an 
Employee with respect to a Performance Period is $4,000,000. 
 

(iv) Announcement of Grants.  The Committee shall certify and 
announce the results for each Performance Period to all Grantees immediately following 
the announcement of the Company’s financial results for the Performance Period.  If and 
to the extent that the Committee does not so certify that the performance goals have been 
met, the grants of Performance Units for the Performance Period shall be forfeited. 
 

ARTICLE IX 
AUTHORIZED SHARES 

 
1. Shares Subject to the Plan. 

 
(a) Shares Reserved for Grants and Awards.  The aggregate number of 

common shares of NU, par value $5.00, ("Company Stock") that may be subject to 
Grants of Options, or transferred on account of other Grants or Awards under the Plan 
may not exceed 4.5 million shares.  The shares may be authorized but unissued shares of 
Company Stock or reacquired shares of Company Stock, including shares purchased by 
the Company on the open market for purposes of the Plan.  If and to the extent (i) 
Options or SARs granted under the Plan terminate, expire, or are canceled, forfeited, 
exchanged or surrendered without having been exercised (other than for reasons of the 
Exercise Price of the Option being less than the current Fair Market Value thereof), or (ii) 
any shares of Restricted Stock, RSUs or Performance Units are forfeited, or (iii) 
Company Stock, including RSUs, are used by the Participant to pay withholding taxes or 
as payment for the Exercise Price of the Grant, then the shares not made the subject of 
Grants and Awards, and the shares subject to such terminated, expired, canceled, 
forfeited, exchanged or surrendered Grants and Awards shall again be available for 
purposes of the Plan in addition to the number of shares of Company Stock otherwise 
available for Grants and Awards.  No Participant under the Plan may receive aggregate 
Grants and Awards in excess of one million shares over the term of the Plan.   
 

(b) Adjustments.  If there is any change in the number or kind of shares of 
Company Stock outstanding (i) by reason of a stock dividend, spinoff, recapitalization,  
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stock split, or combination or exchange of shares, (ii) by reason of a merger, 
reorganization or consolidation in which NU is the surviving entity, (iii) by reason of a 
reclassification or change in par value, or (iv) by reason of any other extraordinary or 
unusual event affecting the outstanding Company Stock as a class without NU's receipt of 
consideration, or (v) otherwise in the event of an equity restructuring within the meaning 
of Statement of Financial Accounting Standards No. 123 (revised 2004), other than (A) 
any distribution of securities or other property by the Company to shareholders in a spin-
off or split-off that does not qualify as a tax-free spin-off or split-up under Section 355 of 
the Code (or any successor provision of the Code) or (B) any cash dividend (other than an 
extraordinary cash dividend or distribution), then the maximum number of shares of 
Company Stock available for Grants, the number of shares covered by outstanding 
Grants, the kind of shares issued under the Plan, and the price per share or the applicable 
market value of such Grants, including the per share exercise price of  Options and Stock 
Appreciation Rights, shall be appropriately adjusted by the Committee to reflect any 
increase or decrease in the number of, or change in the kind or value of, issued shares of 
Company Stock to preclude, to the extent practicable, the enlargement or dilution of 
rights and benefits under such Grants; provided, however, that any fractional shares 
resulting from such adjustment shall be eliminated and, provided further, that any 
substitution of a new stock right or assumption of an outstanding stock right pursuant to a 
corporate transaction shall comply with the requirements of Section 1.409A-1(b)(5)(v)
(D) of the Treasury Regulations and any adjustment of a stock right to reflect a stock split 
or stock dividend shall comply with the requirements of Section 1.409A-1(b)(5)(v)(H) of 
the Treasury Regulations .   Any increase to the  number or kind of shares of Company 
Stock outstanding under this Article IX(1)(b) occurring on or after May 9, 2007 shall 
result in the adjustment in the 4.5 million shares authorized under Article IX(1)(a).  No 
such adjustment shall be required to reflect the events described in clauses (x) and (y) 
above, or any other change in capitalization that does not constitute an equity 
restructuring; however, such adjustment may be made if the Committee determines that 
such adjustment is appropriate ; provided, however, that any such adjustment shall 
comply with the requirements of Section 1.409A-1(b)(5)(v) of the Treasury Regulations . 
 Any adjustments determined by the Committee shall be final, binding and conclusive. 
 

(c) Minimum Vesting Requirement.  Grants of Restricted Stock or RSUs 
made pursuant to the Plan shall vest ratably no sooner than the first business day of each 
of the three years following the calendar year of the Grant.  Grants of Options shall vest 
no sooner than the first business day of the year following the calendar year of the Grant. 
 The Committee may, in its discretion, determine such other vesting schedule as it deems 
appropriate, except that any such other vesting schedule must fulfill at least the applicable 
minimum requirements set forth in the prior two sentences.  The Committee may provide 
in the Grant Instrument for complete or partial exceptions to these requirements as it 
deems appropriate in the case of a Participant whose service with the Company ends for 
reason of Retirement, Death, or Disability, or in the case of a Grant to a Non-Employee 
Trustee or a newly-hired Employee, or upon a Change of Control of NU subject to the 
limitations set forth in Section 3 of Article XIII of this Plan . 
 

 
ARTICLE X 

OPERATING RULES 
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1. Withholding of Taxes.  All Grants under the Plan shall be subject to applicable 
federal (including FICA), state and local tax withholding requirements.  The Company 
shall have the right to deduct from all Grants paid in cash, or from other wages paid to 
the Grantee, any federal, state or local taxes required by law to be withheld with respect 
to such Grants.  In the case of Options and other Grants paid in Company Stock, the 
Company may require the Grantee or other person receiving such shares to pay to the 
Company the amount of any such taxes that the Company is required to withhold with 
respect to such Grants, or the Company may deduct from other wages paid by the 
Company the amount of any withholding taxes due with respect to such Grants.  If the 
Committee so permits, a Grantee may elect to satisfy the Company's income tax 
withholding obligation with respect to an Option, SAR, Restricted Stock, Restricted 
Share Units or Performance Units that are paid in Company Stock, by having shares 
withheld up to an amount that does not exceed the Grantee's minimum applicable 
withholding tax rate for federal (including FICA), state and local tax liabilities.  The 
election must be in a form and manner prescribed by the Committee.  
 

2. Transferability of Grants. 
 

(a) Nontransferability of Grants.  Except as provided below, only the Grantee 
may exercise rights under a Grant during the Grantee’s lifetime.  A Grantee may not 
transfer those rights except by will or by the laws of descent and distribution or, with 
respect to Grants other than Incentive Stock Options, if permitted in any specific case by 
the Committee, pursuant to a domestic relations order (as defined under the Code or Title 
I of the Employee Retirement Income Security Act of 1974, as amended, or the 
regulations thereunder).  When a Grantee dies, the personal representative or other person 
entitled to succeed to the rights of the Grantee ("Successor Grantee") may exercise such 
rights.  A Successor Grantee must furnish proof satisfactory to the Company of his or her 
right to receive the Grant under the Grantee's will or under the applicable laws of descent 
and distribution. 
 

(b) Transfer of Nonqualified Stock Options. Notwithstanding the foregoing, 
the Committee may provide, in a Grant Instrument, that a Grantee may transfer 
Nonqualified Stock Options to family members, one or more trusts for the benefit of 
family members, or one or more partnerships of which family members are the only 
partners, according to such terms as the Committee may determine; provided that the 
Grantee receives no consideration for the transfer of an Option and the transferred Option 
shall continue to be subject to the same terms and conditions as were applicable to the 
Option immediately before the transfer. 
 

3. Requirements for Issuance or Transfer of Shares.  No Company Stock shall be 
issued or transferred in connection with any Grant hereunder unless and until all legal 
requirements applicable to the issuance or transfer of such Company Stock have been 
complied with to the satisfaction of the Committee.  The Committee shall have the right 
to condition any Grant made to any Grantee hereunder on such Grantee's undertaking in 
writing to comply with such restrictions on his or her subsequent disposition of such 
shares of Company Stock as the Committee shall deem necessary or advisable as a result 
of any applicable law, regulation or official interpretation thereof, and certificates  
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representing such shares may be legended to reflect any such restrictions.  Certificates 
representing shares of Company Stock issued or transferred under the Plan will be subject 
to such stop-transfer orders and other restrictions as may be required by applicable laws, 
regulations and interpretations, including any requirement that a legend be placed 
thereon. 
 

4. Funding of the Plan.  This Plan shall be unfunded.  The Company shall not be 
required to establish any special or separate fund or to make any other segregation of 
assets to assure the payment of any Grants under this Plan.  In no event shall interest be 
paid or accrued on any Grant, including unpaid installments of Grants. 
 

5. Rights of Participants.  Nothing in this Plan shall entitle any Employee or Non-
Employee Trustee or other person to any claim or right to be granted a Grant under this 
Plan except as provided in Article V.  Neither this Plan nor any action taken hereunder 
shall be construed as giving any individual any rights to be retained by or in the employ 
of the Company or any other employment rights, nor shall they interfere in any way with 
the right of the Company, a subsidiary or an affiliate to terminate the employment of any 
Employee at any time. 
 

6. Headings.  Section headings are for reference only.  In the event of a conflict 
between a title and the content of a Section, the content of the Section shall control. 
 

7. Effective Date of the Plan.  Subject to approval by NU's shareholders, if required, 
the Plan as amended and restated, is effective on January 1, 2009.  
 

8. Definition of Company.  "Company" means NU and any Affiliate which is 
authorized by the Board to adopt the Plan and cover its eligible employees and whose 
designation as such has become effective upon acceptance of such status by the board of 
directors of the Affiliate.  An Affiliate may revoke its acceptance of such designation at 
any time, but until such acceptance has been revoked, all the provisions of the Plan, 
including the authority of the Board and the Committee, and amendments thereto shall 
apply to the eligible employees of the Affiliate.  In the event the designation is revoked 
by the board of directors of an Affiliate, the Plan shall be deemed terminated only with 
respect to such Affiliate.  For the purposes hereof, "Affiliate" means each direct and 
indirect affiliated company that directly or through one or more intermediaries, controls, 
is controlled by, or is under common control with NU.  
 

ARTICLE XI 
CHANGE OF CONTROL OF NU 

 
1. Change of Control of NU. 

 
As used herein, a "Change of Control" shall mean a change in ownership or 

control effected through any one or more of the following : 
 

(a) When any "person," as such term is used in Sections 13(d) and 14(d) of 
the Securities Exchange Act of 1934 (the "Exchange Act"), other than the Company, its  
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affiliates, or any Company or NU employee benefit plan (including any trustee of such 
plan acting as trustee), is or becomes the "beneficial owner" (as defined in Rule 13d-3 
under the Exchange Act), directly or indirectly, of securities of NU representing more 
than 20% of the combined voting power of either (i) the then outstanding common shares 
of NU (the "Outstanding Common Shares") or (ii) the then outstanding voting securities 
of NU entitled to vote generally in the election of directors (the "Voting Securities"); or 
 

(b) Individuals who, as of the beginning of any twenty-four month period, 
constitute the Trustees (the "Incumbent Trustees") cease for any reason to constitute at 
least a majority of the Trustees or cease to be able to exercise the powers of the majority 
of the Trustees, provided that any individual becoming a trustee subsequent to the 
beginning of such period whose election or nomination for election by the Company's 
stockholders was approved by a vote of at least a majority of the trustees then comprising 
the Incumbent Trustees shall be considered as though such individual were a member of 
the Incumbent Trustees, but excluding, for this purpose, any such individual whose initial 
assumption of office is in connection with an actual or threatened election contest relating 
to the election of the Trustees of NU (as such terms are used in Rule 14a-11 of 
Regulation 14A promulgated under the Exchange Act); or 
 

(c) Consummation by NU of a reorganization, merger or consolidation (a 
"Business Combination"), in each case, with respect to which all or substantially all of 
the individuals and entities who were the respective beneficial owners of the Outstanding 
Common Shares and Voting Securities immediately prior to such Business Combination 
do not, following consummation of all transactions intended to constitute part of such 
Business Combination, beneficially own, directly or indirectly, more than 75% of, 
respectively, the then outstanding shares of common stock and the combined voting 
power of the then outstanding voting securities entitled to vote generally in the election of 
directors, as the case may be, of the corporation, business trust or other entity resulting 
from or being the surviving entity in such Business Combination in substantially the 
same proportion as their ownership immediately prior to such Business Combination of 
the Outstanding Common Shares and Voting Securities, as the case may be; or 
 

(d) Consummation of a complete liquidation or dissolution of NU or sale or 
other disposition of all or substantially all of the assets of NU other than to a corporation, 
business trust or other entity with respect to which, following consummation of all 
transactions intended to constitute part of such sale or disposition, more than 75% of, 
respectively, the then outstanding shares of common stock and the combined voting 
power of the then outstanding voting securities entitled to vote generally in the election of 
directors, as the case may be, is then owned beneficially, directly or indirectly, by all or 
substantially all of the individuals and entities who were the beneficial owners, 
respectively, of the Outstanding Common Shares and Voting Securities immediately 
prior to such sale or disposition in substantially the same proportion as their ownership of 
the Outstanding Common Shares and Voting Securities, as the case may be, immediately 
prior to such sale or disposition.  
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2. Consequences of a Change of Control. 
 

(a) Notice.  Upon a Change of Control, the Company shall provide each 
Grantee with outstanding Grants written notice of such Change of Control. 
  

(b) Assumption of Grants.  Upon a Change of Control where the Company is 
not the surviving corporation (or survives only as a subsidiary of another corporation), 
unless the Committee determines otherwise, all outstanding Options and SARs that are 
not exercised and all outstanding restricted shares, restricted share units and Performance 
Units that are denominated in shares of Company Stock shall be assumed by, or replaced 
with comparable options, rights or entitlements by, the surviving corporation , subject to 
compliance with Section 1.409A-1(b)(5)(v) of the Treasury Regulations . 
 

(c) Other Alternatives.  Notwithstanding the foregoing, subject to subsection 
(d) below and compliance with Section 1.409A-1(b)(5)(v) of the Treasury Regulations , 
in the event of a Change of Control, the Committee may provide in annual program 
documents that, notwithstanding any deferral election or deferral provision, take any of 
the following actions: (i) eliminate all risk of forfeiture remaining on any  Options, SARs, 
restricted shares, restricted share units and Performance Units outstanding at the time of a 
Change of Control; (ii) require that Grantees surrender their outstanding Options, SARs, 
restricted shares, restricted share units and Performance Units that are denominated in 
shares of Company Stock in exchange for a payment by the Company, in cash or 
Company Stock as determined by the Committee, in an amount equal to the restricted 
shares, restricted share units or Performance Units (based on the then Fair Market Value 
of shares of Company Stock) (except that a distribution of any award that is a 409A 
Award may only be made, other than on Termination, upon a change of control that 
qualifies as a "change in control" under Section 1.409A -3(i)(5) of the Treasury 
Regulations), or with respect to unexercised Options or SARs, in the amount by which 
the then Fair Market Value of the shares of Company Stock subject to the Grantee's 
unexercised Options and SARs exceeds the Exercise Price of the Options or the base 
amount of the SARs, as applicable, or (iii) after giving Grantees an opportunity to 
exercise their outstanding Options and SARs, terminate any or all unexercised Options 
and SARs at such time as the Committee deems appropriate.  Such surrender or 
termination shall take place as of the date of the Change of Control or such other date as 
the Committee may specify.   
 

(d) Committee.  The Committee making the determinations under this Article 
XI, Section 2(d) following a Change of Control must comprise the same members as 
those on the Committee immediately before the Change of Control.  If the Committee 
members do not meet this requirement, the automatic provisions of Subsections (a) and 
(b) shall apply, and the Committee shall not have discretion to vary them. 
 

(e) Limitations.  Notwithstanding anything in the Plan to the contrary, in the 
event of a Change of Control, the Committee shall not have the right to take any actions 
described in the Plan (including without limitation actions described in Subsection (c) 
above) that would make the Change of Control ineligible for pooling of interests 
accounting treatment or that would make the Change of Control ineligible for desired tax  
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treatment if, in the absence of such right, the Change of Control would qualify for such 
treatment and the Company intends to use such treatment with respect to the Change of 
Control. 
 

ARTICLE XII 
AMENDMENT AND TERMINATION 

 
1. Amendment and Termination of the Plan. 

 
(a) Amendment.   Subject to the limitations set forth in Section 3 of Article 

XIII of this Plan, the Board or the Committee may amend or terminate the Plan at any 
time; provided, however, that neither the Board nor the Committee shall amend the Plan 
without shareholder approval if such approval is required by Sections 162(m) or 422 of 
the Code. 
 

(b) Termination of the Plan.  The Plan shall terminate on the day preceding 
the tenth anniversary of its effective date, unless the Plan is terminated earlier by the 
Board or the Committee in accordance with Subsection (a) above , or is extended by the 
Board or the Committee with the approval of the shareholders. 
 

(c) Termination and Amendment of Outstanding Grants.  A termination or 
amendment of the Plan that occurs after a Grant is made shall not materially impair the 
rights of a Grantee unless the Grantee consents, unless the Committee acts under Article 
XI, Section 2(c), or unless the amendment or termination is required under statute, 
regulation, other law, or rule of a governing or administrative body having the effect of a 
statute or regulation or unless such an amendment is necessary to bring a Grant into 
compliance with, or obtain an exemption from, the requirements of Section 409A of the 
Code .  The termination of the Plan shall not impair the power and authority of the 
Committee with respect to an outstanding Grant. 
 

(d) Governing Document.  The Plan shall be the controlling document.  No 
other statements, representations, explanatory materials or examples, oral or written, may 
amend the Plan in any manner.  The Plan shall be binding upon and enforceable against 
the Company and its successors and assigns. 
 

ARTICLE XIII 
MISCELLANEOUS 

 
1. Grants in Connection with Corporate Transactions and Otherwise.  Nothing 

contained in this Plan shall be construed to ( a ) limit the right of the Committee to make 
Grants under this Plan in connection with the acquisition, by purchase, lease, merger, 
consolidation or otherwise, of the business or assets of any corporation, firm or 
association, including Grants to employees thereof who become Employees of the 
Company, or for other proper corporate purposes, or ( b ) limit the right of the Company 
to grant stock options or make other awards outside of this Plan.  Without limiting the 
foregoing, the Committee may make a Grant to an employee of another corporation who 
becomes an Employee by reason of a corporate merger, consolidation, acquisition of 
stock or property, reorganization or liquidation involving the Company or any of its  
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subsidiaries in substitution for a stock option or restricted stock grant made by such 
corporation.  The terms and conditions of the substitute grants may vary from the terms 
and conditions required by the Plan and from those of the substituted stock incentives. 
 The Committee shall prescribe the provisions of the substitute grants. 
 

2. Compliance with Law.  The Plan, the exercise of Options and SARs and the 
obligations of the Company to issue or transfer shares of Company Stock under Grants 
shall be subject to all applicable laws and to approvals by any governmental or regulatory 
agency as may be required.  With respect to persons subject to section 16 of the 
Exchange Act, it is the intent of the Company that the Plan and all transactions under the 
Plan comply with all applicable provisions of Rule 16b-3 or its successors under the 
Exchange Act.  In addition, it is the intent of the Company that the Plan and applicable 
Grants under the Plan comply with the applicable provisions of sections 162(m) and 422 
of the Code, and any other applicable law or regulation having the effect of law.  To the 
extent that any legal requirement of section 16 of the Exchange Act or section 162(m) or 
422 of the Code as set forth in the Plan ceases to be required under section 16 of the 
Exchange Act or section 162(m) or 422 of the Code, that Plan provision shall cease to 
apply. Anything in this Plan to the contrary notwithstanding, the terms of this Plan shall 
be interpreted and applied in a manner consistent with the requirements of Section 409A 
of the Code and the Treasury Regulations thereunder and the Company shall have no 
right to make any payment under this Plan except to the extent permitted under Section 
409A of the Code. It is intended that payments made under this Plan on or before the 15th 
day of the third month following the end of the Participant’s first taxable year in which 
the right to the payment is no longer subject to a substantial risk of forfeiture shall be 
exempt from compliance with Section 409A of the Code pursuant to the exception for 
short-term deferrals set forth in Section 1.409A-1(b)(4) of the Treasury Regulations . The 
Company shall have no obligation, however, to reimburse a Participant for any tax 
penalty or interest payable or provide a gross-up payment in connection with any tax 
liability of a Participant under Section 409A of the Code except that this provision shall 
not apply in the event of the Company’s negligence or willful disregard in interpreting 
the application of  Section 409A of the Code to the Plan which negligence or willful 
disregard causes the Participant to become subject to a tax penalty or interest payable 
under Section 409A of the Code, in which case the Company will reimburse the 
Participant on an after-tax basis for any such tax penalty or interest not later than the last 
day of the Participant’s taxable year next following the Participant’s taxable year in 
which the Participant remits the applicable taxes and interest. To the extent permitted by 
applicable law, the Committee may revoke any Grant if it is contrary to law or modify a 
Grant to bring it into compliance with any valid and mandatory government regulation. 
 The Committee may also adopt rules regarding the withholding of taxes on payments to 
Grantees.  The Committee may, in its sole discretion, agree to limit its authority under 
this Section. 
 

3. Deferred Compensation.   

(a)  409A Awards.  Anything in this Plan to the contrary notwithstanding, the 
following rules shall apply to 409A Awards and shall constitute further restrictions on 
terms of Awards and Grants set forth elsewhere in this Plan:  
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(i)  The Committee may permit a Participant to elect to defer a Grant 
or Award, or any payment under a Grant or Award, in 2005 or thereafter, only if such 
election is either made before the beginning of the fiscal year for which the Grant or 
Award is granted or complies with an exception set forth in the Treasury Regulations 
under Section 409A of the Code or the transition rules set forth in Q&A 19(c) of IRS 
Notice 2005-1 as extended by the Treasury Regulations and IRS Notices 2006-79 and 
2007-86 (collectively, the "Transition Rules").    
 

(ii)  The Committee may, in its discretion, for the period beginning 
January 1, 2005 through December 31, 2008, require or permit on an elective basis (one 
or more times) a change in the distribution terms applicable to 409A Awards (and Non-
409A Awards that qualify for the short-term deferral exemption under Section 409A) in 
accordance with, and to the fullest extent permitted by, the Transition Rules.  
  

(iii) The Committee shall have no authority to accelerate distributions 
relating to 409A Awards in excess of the authority permitted under Section 1.409A-3(j) 
of the Treasury Regulations.  
 

(iv) Any distribution of a 409A Award triggered by a Participant’s 
termination of employment and intended to qualify under Section 409A(a)(2)(A)(i) of the 
Code shall be made only at the time that the Participant has had a Termination (or at such 
earlier time, after a termination of employment, that there occurs another event triggering 
a distribution under the Plan or the applicable Grant Instrument in compliance with 
Section 409A).  
 

(v) Any distribution of a 409A Award triggered by a Participant’s 
Termination shall be delayed for six months following the date of such Termination if 
such Participant is a Specified Employee on such date.  In the event of any such delay in 
the distribution date, the 409A Award will be paid at the beginning of the seventh month 
following the Participant’s Termination. In the event of the Participant’s death during 
such six-month period, payment will be made in the payroll period next following the 
payroll period in which the Participant’s death occurs.  
 

Any payment due within such six-month period will be adjusted to reflect 
the deferred payment date by multiplying the payment by the product of the interest 
discount rate used for financial accounting purposes to compute the present value liability 
of the  Supplemental Executive Retirement Plan for Officers of Northeast Utilities 
System Companies for the plan year immediately preceding the date of the Specified 
Employee’s Termination, multiplied by a fraction, the numerator of which is the number 
of days by which such payment was delayed and the denominator of which is 365.  
 

(vi)  In the case of any distribution of a 409A Award, if the timing of such 
distribution is not otherwise specified in the Plan or a Grant Instrument, the distribution 
shall be made on or after the date at which the settlement of the Award is specified to 
occur and on or before the 75th day following the date at which the settlement of the 
Award is specified to occur, determined in the sole discretion of the Committee, except as 
otherwise provided in Subsection (v) above.  
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(vii)  No amendment or termination of the Plan or a Grant pursuant to 
Article XII shall be effective with respect to 409A Awards except insofar as it complies 
with the requirements of Section 409A of the Code and the Treasury Regulations 
thereunder or the Transition Rules, including without limitation, the requirements set 
forth in Treasury Regulations Section 1.409A-2(b) governing subsequent changes in time 
and form of payment and Section 1.409A-3(j)(4)(ix) governing plan terminations. 
 
 

(b)  Grandfathered Grants.  Any Grant that was both granted and vested before 
2005 and which otherwise might constitute a deferral of compensation under Section 
409A is intended to be "grandfathered" under Section 409A.  No amendment or change to 
the Plan or other change (including an exercise of discretion) with respect to such a 
grandfathered Grant after October 3, 2004, shall be effective if such change would 
constitute a "material modification" within the meaning of the Treasury Regulations 
under Section 409A, except in the case of a Grant that is specifically modified to become 
compliant as a 409A Award or compliant with an exemption under Section 409A.  
 

(c)  Distributions Upon Vesting.  In the case of any Grant providing for a 
distribution upon the lapse of a risk of forfeiture, if the timing of such distribution is not 
otherwise specified in the Plan or a Grant Instrument, the distribution shall be made on or 
after January 1 and on or before March 15 of the year following the year in which the risk 
of forfeiture lapsed.    
 

(d)  Scope and Application of this Provision.  For purposes of this Section 3 
and Section 2 above, references to a term or event (including any authority or right of the 
Company or a Participant) being "permitted" under or in "compliance" with Section 
409A and the Treasury Regulations thereunder or the Transition Rules mean that the term 
or event will not cause the Participant to be deemed to be in constructive receipt of 
compensation relating to the 409A Award prior to the distribution of cash, shares or other 
property or to be liable for payment of interest or a tax penalty under Section 409A.    
   

4.  Clawback.  Upon written demand of the Company, an Employee will reimburse 
or forfeit all or a portion of any Award or Grant paid to the Employee under the Plan 
where: ( a ) payment of the Award or Grant  was predicated on the achievement of certain 
financial results that were subsequently the subject of a substantial restatement of the 
financial statements of the Company, ( b ) in the judgment of the Board the Employee 
engaged in fraud or misconduct that caused or partially caused the need for the 
substantial restatement, and ( c ) a lower payment would have been made to the 
Employee based on the restated financial results.  In the event the Employee fails to make 
prompt reimbursement of any such Award or Grant previously paid or delivered, the 
Company may, to the extent permitted by applicable law, deduct the amount required to 
be reimbursed from the Grantee’s compensation otherwise due from the Company; 
provided, however, that the Company will not seek to recover upon Awards or Grants 
paid more than three years prior to the date the applicable restatement is disclosed.  
 

5. Governing Law.  The validity, construction, interpretation and effect of the Plan 
and Grant Instruments issued under the Plan shall exclusively be governed by and 
determined in accordance with the law of the State of Connecticut. 
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6. Disclaimer of Liability.  The Declaration of Trust of NU provides that no 
shareholder of NU shall be held to any liability whatever for the payment of any sum of 
money, or for damages or otherwise under any contract, obligation or undertaking made, 
entered into or issued by the Board or by any officer, agent or representative elected or 
appointed by the Board, and no such contract, obligation or undertaking shall be 
enforceable against the Board or any of them in their or his or her individual capacities or 
capacity and all such contracts, obligations and undertakings shall be enforceable only 
against the Board as such, and every person or entity, having any claim or demand arising 
out of any such  contract, obligation or undertaking shall look only to the trust estate for 
the payment or satisfaction thereof. 
 

ARTICLE XIV 
DEFINITIONS 

 
When used herein, each of the following terms shall have the corresponding meaning set 
forth below unless a different meaning is plainly required by the context in which a term 
is used: 
 

14.1  "Award" is an annual incentive award made to an Employee as provided 
in Article III. 
 

14.2   "Cause" is described in Article IV(3)(e)(ii)(A). 
 

14.3   "Change of Control" is described in Article XI(1). 
 

14.4 "Code" is the Internal Revenue Code of 1986, as amended from time to 
time, and any successor thereto. 
 

14.5 "Committee" is described in Article II(1). 
 

14.6 "Company Stock" or "Stock" is Northeast Utilities common shares, as 
described in Article IX(1)(a). 
 

14.7 "Company" or "NU" is described in Article X. 
 

14.8   "Disability" is described in Article IV(3)(e)(ii)(B). 
 

14.9 "Exchange Act" is the Securities Exchange Act of 1934, as amended from 
time to time, and any successor thereto. 
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14.10   "Exercise Price" is described in Article IV(3)(b)(ii). 
 

14.11  "409A Award" is an Award or Grant that constitutes a deferral of 
compensation subject to Code Section 409A and the Treasury Regulations thereunder. 
 "Non-409A Award" is an Award or Grant other than a 409A Award (including Awards 
and Grants exempt under the short-term deferral exception set forth in Treasury 
Regulation Section 1.409A-1(b)(4) and Awards and Grants that vested before 2005 and 
therefore are "grandfathered" under Section 409A).  Although the Committee retains 
authority under the Plan to grant Options and Stock Appreciation Rights on terms that 
will cause those Grants to be 409A Awards, Options and Stock Appreciation Rights are 
intended to be Non-409A Awards unless otherwise expressly specified by the Committee. 
 

14.12   "Fair Market Value" is, as of any given date, the value of Company Stock, 
as provided in Article IV(3)(b)(iii), or as otherwise determined by the Committee. 
 

14.13 "Grant" is described in Article IV(1).   
 

14.14 "Grantee" is the individual to whom a Grant is made, as provided in 
Article IV, Section 2(b). 
 

14.15 "Grant Instrument" is described in Article IV(1). 
 

14.16    "Stock Option" is described in Article IV(3)(b). 
 

14.17    "Nonqualified Stock Option " is described in Article IV(3)(b). 
 

14.18 " Option " is an Incentive Stock Option or a Nonqualified Stock Option, as 
described in Article IV(3)(b).  
 

14.19   "Participant" is any eligible individual to whom an Award or Grant is 
made. 
 

14.20 "Performance Goals" means the objectives for the Company or any 
subsidiary or affiliate or any unit thereof or any individual that may be established by the 
Committee for a Performance Period with respect to any performance-based Awards or 
Grants contingently awarded under the Plan.  The Performance Goals for Awards or 
Grants that are intended to constitute "performance-based" compensation within the 
meaning of Section 162(m) (or any amended or successor provision) of the Code shall be 
based on one or more of the following criteria, either individually, alternatively or in any 
combination, and subject to such modifications or variations as specified by the 
Committee, applied to either the Company as a whole or to a business unit or subsidiary 
entity thereof, either individually, alternatively or in any combination, and measured over 
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a period of time including any portion of a year, annually or cumulatively over a period 
of years, on an absolute basis or relative to a pre-established target, to previous years' 
results or to a designated comparison group, in each case as specified by the Committee: 
cash flow; cash flow from operations; earnings (including, but not limited to, earnings 
before interest, taxes, depreciation and amortization or operating earnings); earnings per 
share, diluted or basic; earnings per share from continuing operations; net asset turnover; 
inventory turnover; capital expenditures; debt; debt reduction; credit rating; working 
capital; return on investment; return on sales; net or gross sales; market share; economic 
value added; cost of capital; change in assets; expense reduction levels; unit volume; 
productivity; delivery performance; service levels; safety record; stock price; return on 
equity; total shareholder return; return on capital; return on assets or net assets; revenue; 
income or net income; operating income or net operating income; operating profit or net 
operating profit; gross margin, operating margin or profit margin; and completion of 
acquisitions, divestitures, business expansion, product diversification, new or expanded 
market penetration and other non-financial operating and management performance 
objectives, or other strategic business criteria consisting of one or more objectives based 
on satisfaction of specified revenue goals, geographic business expansion goals or cost 
targets. 
 

With respect to awards that are intended to qualify as performance-based 
compensation within the meaning of Section 162(m) and to the extent consistent with 
Section 162(m) of the Code and the regulations promulgated thereunder, the Committee 
may, unless otherwise determined by the Committee at the time the Performance Goals 
are established, adjust the Performance Goals to exclude the effect of any of the 
following events that occur during a Performance Period: the impairment of tangible or 
intangible assets; litigation or claim judgments or settlements; changes in tax law, 
accounting principles or other such laws or provisions affecting reported results; business 
combinations, reorganizations and/or restructuring programs that have been approved by 
the Board; reductions in force and early retirement incentives; and any extraordinary, 
unusual, infrequent or non-recurring items separately identified in the financial 
statements and/or notes thereto in accordance with generally accepted accounting 
principles.  Notwithstanding the foregoing and with respect to awards that are not 
intended to qualify as performance-based compensation within the meaning of Section 
162(m) of the Code, the Committee may, in its discretion, adjust Performance Goals as it 
considers necessary or appropriate. 
 

14.21   "Performance Period" is the period selected by the Committee during 
which the performance of the Company or any subsidiary, affiliate or unit thereof or any 
individual is measured for the purpose of determining the extent to which an Award or 
Grant subject to Performance Goals or time vesting has been earned. 
 

14.22   "Performance Unit" is described in Article VIII(1)(a). 
 

14.23 "Plan" is this Northeast Utilities Incentive Plan, as amended from time to 
time. 
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14.24 "Qualified Performance-Based Compensation" is described in Article VIII
(1)(e). 
 

14.25 "Restriction Period" is described in Article VI(1)(a) and (2)(a). 
 

14.26 "Restricted Stock" is a Grant described in Article VI. 
 

14.27 "Restricted Share Units" or "RSUs" is a Grant described in Article VI. 
 

14.28 "Retired" or "Retirement" is described in Article IV(3)(c)(ii)(D).   
 

14.29   "Specified Employee" is a Vice President or more senior officer of the 
Company at any time during a calendar year in which case such employee shall be 
considered a Specified Employee for the 12-month period beginning on the first day of 
the fourth month immediately following the end of such calendar year. 
 

14.30 "Stock Appreciation Right" or "SAR" is a right granted pursuant to Article 
VII.  
 

14.31   "Termination" is a termination of employment with the Company and any 
affiliate of the Company in all capacities, including as a common law employee and 
independent contractor.  Whether a Participant has had a Termination shall be determined 
by the Committee on the basis of all relevant facts and circumstances with reference to 
Treasury Regulations Section 1.409A-1(h) regarding a "separation from service" and the 
default provisions set forth in  Regulations Sections 1.409A-1(h)(1)(ii) and 1.409A-1(n). 
 

14.32  "Termination on Account of Change of Control" of a Participant shall 
mean a Termination during the period beginning on the earlier of (a) approval by the 
shareholders of NU of a Change of Control or (b) consummation of a Change of Control 
and, in either case, ending on the second anniversary of the consummation of the 
transaction that constitutes the Change of Control (or if such period started on 
shareholder approval and after such shareholder approval the Board abandoned the 
transaction, on the date the Board abandoned the transaction) either:  
 

(i)   initiated by the Company for any reason other than the 
Participant’s (A) Disability, (B) death, (C) retirement on or after attaining age 65, or (D) 
Cause, or  
 

(ii)  initiated by the Participant upon written notice to the Company 
provided within 90 days of the initial existence of any of the following circumstances 
unless such circumstances are corrected within 30 days after the Company’s receipt of 
such notice (A) upon any significant reduction by the Company of the authority, duties or 
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responsibilities of the Participant, (B) any material reduction of the Participant's base 
compensation as in effect immediately prior to the Change of Control, (C) the assignment 
to the Participant of duties which are materially inconsistent with the duties of the 
Participant's position with the Company or those of his or her supervisor, or (D) if the 
Participant is transferred, without the Participant's written consent, to a location that is 
more than 50 miles from the Participant's principal place of business immediately 
preceding the Change of Control. 
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NORTHEAST UTILITIES SERVICE COMPANY 

SERVICE CONTRACT 

AGREEMENT made and entered into as or the 1st day or 

July , 1966, by and between NORTHEAST UTILITIES SERVICE COMPANY 

(hereinafter rererred to as Service Company) and 

THE CQNNECTIOJT LIGHT AND P<l'JER ccrwtPANY 

(hereinafter rererred to as Associate Company). 

WHEREAS, by order in File No. 37-65, the Securities and Ex-

change Commission (hereinarter rererred to as SEC) approved and authorized, 

under the Public Utility Holding Company Act or 1935 (hereinafter referred 

to as the Act), the organization and conduct of business or Service 

Company in accordance herewith, as a wholly owned subsidiary service 

company of Northeast Utilities (hereinarter referred to as Northeast); 

and 

WHEREAS, Service Company is willing to render services as pro-

vided herein to Northeast and its associated subsidiaries (hereinafter 

collectively referred to as the System) at cost, determined in accordance 

with applicable rules and regulations under the Act; and 

WHEREAS, economies, increased efficiencies and other ~enefits 
/: 

will result to the System from the perrormance by Service Comp~~y of 

services as herein provided: 
{ 

'-

NOW, THEREFORE, in consideration of the premises and of the 

mutual agreements herein, it is agreed as follows: 

• 
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Section 1. Agreement to Furnish Services. 

Service Company agrees to furnish to Associate Company and 

other System companies, upon the terms and conditions herein provided, 

the services hereinafter referred to in Section 2 hereof at such times 

and for such periods as may be required, and Service Company will, as 

and to the extent required to provide such services to the System, keep 

itself and its personnel available and competent to render such services 

to the System so long as it is authorized so to do by federal and 

state regulatory agencies having jurisdictio~. 

For the purpose of providing services as herein provided 1 

Service Company proposes to establish various departments, one or more 

of which will p~rticipate in providing particular services hereinafter 

described. Service Company reserves to itself the privilege, without 

amendment hereof or express prior agreement by Associate Company or other 

System companies 9 from time to time to establish r.ew departments, to 

subdivide or otherwise reorganize any of the departments established 

by it, and to reallocate services among various departmen~s. 

Servi~e Company will also provide for Associate Company and 

other System companies as required such other services not referred to 

in Section 2 hereof as Service Company may conclude it may furnish 

with economies and increased efficiencies to the System or s~ch other 

services as Associate Company or other System companies may require 

and Service Company is competent to perform. 

Services will also be furnished to other System companies 

under agreements similar in all respects hereto and may also be fur

nished, in Service Company's discretion 9 to others, provided that by so 
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doing the cost of services to Associate Company or other System companies 

will not be increased. 

In supplying services hereunder, Service Company may arrange 

for services of such executives, financial advisers, accountants, attorneys, 

technical advisers, engineers and other persons as are required for or 

pertinent to the rendition of such services. 

Section 2. Services to be Performed. 

Subject to the provisions of Section 1 hereof, Service Company 

will provide to Associate Company and other System companies, the follow

ing services: 

{A) General System Management: Executive, administrative, 

managerial, coordinating and advisory services, particularly with re

spect to the formulation and effectuation of policies and programs 

affecting or relating to the System as a whole, including financial, 

accounting, and economic policies and programs, power supply, public and 

employee relations, regulation, contractual arrangements, administrative 

and other proceedings, industry-wide activities and like matters. 

(B) Other Functions and Activities: Studying, planning, advice, 

assistance, guidance, supervision, direction, administration, maintenance, 

handling, performance and operation, as may be required, in connection 

with the following functions and activities: 

(i) Corporate and Secretarial: Policies and practices 

relating to the performance of corporate secretarial functions and 

activities, including the preparation and maintenance of official 

corporate records, reports, minutes and correspondence in accordance 
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with assigned responsibilities and duties. 

(ii) Financial Planning: Financial structures; financial 

programs to raise funds required or to effect savings through re

financing; relations with commercial banks and negotiation of short

term borrowings; relationships with investment bankers, analysts, 

analyst societies, securities holders, stock exchanges and indenture 

trustees, transfer agents and registrars; general treasury, banking 

and financial matters. 

(iii) Accounting: General accounting, customer accounting 

and related records; depreciation, accounting procedures and practices 

to improve efficiency; internal auditing, relations with independent 

auditors and appearances before and requirements of regulatory bodies 

with respect to accounting matters; and financial and operating reports 

and other statistical matters and anaylses thereof. 

(iv) Taxes: Consolidated and other income tax returns and 

other federal, state and municipal tax returns, and all matters related 

thereto, including relations with the Internal Revenue Service and 

other taxing authorities, the examination and processing of tax re

turns, assessments and claims, and developments in federal, state and 

municipal taxes. 

(v) Insurance: Insurance programs and matters, including 

pension and other employee benefit plans and programs; and relations 

with insurance brokers and agents. 

(vi) Budgets: Operating, construction and cash budgets, 

and similar studies or documents, including estimates and other in

formation required therefor or related thereto. 
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(vii) Data Processing: Computer and other data processing 

activities. 

(viii) Bulk Power Supply: The bulk power supply system 

from sources of supply through to bulk substations, to achieve reliable 

service at minimum cost, including forecasts of electric loads; power 

supply arrangements among System companies; power supply relations with 

other utilities; forecasts of gas requirements and the procurement of 

gas supplies; design, engineering and scheduling of electric and gas 

production and transmission facilities; the design, engineering and 

scheduling of major and unusual distribution facilities; and System 

electric load dispatching operations and related matters. 

(ix) Engineering Research and Standardization: Engineering 

activities in the fields of research, design, construction and standardiza

tion; technical specifications and standard designs for and procedures 

and methods of utilizing materials, equipment and associated services; 

technical support and engineering as required in all areas of the 

System's operations. 

(x) System Operatio~s: Electric and gas operations, including 

production, transmission and distribution of electricity and gas; the 

construction, operation and maintenance of electric and gas facilities; 

and in general all electric and gas construction, maintenance and 

operating activities. 

(xi) Other Administrative Services: Management-union and all 

other employee relation activities, including the definition of major 

organizational responsibilities and the translation of those responsi

bilities into effective organization structures; employee welfare and 
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other programs and problems; business methods and procedures; and 

transportation activities and matters. 

(xii) Purchasing and Stores: The purchasing and handling of 

materials and supplies, fuel and equipment, including such activities 

as buying, traffic, expediting and stock control, and scrap and salvage 

sales; major and long-term purchase contracts pertaining to the fore-

going; and contacts with market conditions and principal suppliers. 

(xiii) Commercial Activities: Electric, gas and other 

sales; customer service facilities; rate matters and rate structures; 

and area development plans and activities. 

{C) Officers and other employees of Service Company will, on 

request of Associate Company, serve, without charge other than as herein 

provided, as officers or representatives of such Company. 

Section 3. Agreement to Take and Pay for Services. 

Associate Company agrees to take from Service Company such of 

the services to be performed by Service Company as may be required 

and to pay to Service Company the cost of such services determined as 

herein provided. It is the intent of this Agreement that the payment 

for services rendered by the Service Company to the System shall cover 

all the costs of its doing business {less credits for services to others 

and any other miscellaneous income items), including reasonable compensa-

tion for necessary capital as permitted by Rule 91 of the SEC under the 

Act. The methods and procedure for determining the cost of services 

performed for Associate Company are set forth in Appendix A hereto. 
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Bills will be rendered for each calendar month on or before 

the twentieth doy of the succeeding month and will be payable on pre-

sentation and not later th~n the last day of that month. Monthly charges 

may be made in whole or in part for particular expenses on an estimated 

basis, subject to adjustment, so that all charges for services during a 

c~lendar year will be made on an actual basis. 

4. Effective Date; Term; and Cancellation. 

This Agreement shall become and be effective as of the date 

hereof and it shall continue in effect, unless sooner terminated as 

herein provided, for a period of one year. It may be renewed from time 

to time for similar one-year periods by mutual agreement. This Agree-

ment shall also be subject to termination and shall terminate, without 

any action by either of the parties, to the extent and from the time 

that performance may conflict with the Act or with any rule, regulation 

or order of the SEC adopted before or after the making hereof. 

IN WITNESS WHEREOF, the parties hereto have caused this 

Agreement to be duly executed, by their respective officers thereunto 

duly authorized, all as of the day and year first above written. 

Attest: 

NOR~~~ UTILITIES 

By,/) /Uf'J1 v.~ 
1
/l ~ ..._ ts President 

', /__ . / R_·J--v£pf/ 
Secretary 

Secretary 
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DESCRIPTION OF METHODS AND PROCEDURE 
FOR ALLOCATING COST OF SERVICES 

JOB OR WORK ORDERS F'OR SERVICE 

There shall be job or work orders covering services to be 

performed for Associate Company or other System companies. These orders 

may be either general or specific. Services Qf a centinuing nature, 

such as accountingj financial planning and dispatching 9 will be covered 

by general job or work orders; specific job or work orders will cover 

such things as issues of securities, speci'l studies or construction 

projects. General orders 9 as well as specific orders, will specify 

the nature of the services to be performed thereunder in sufficient 

detail that charges therefor may be determined as herein provided and 

properly accounted for by the Associate Company under its prescribed 

Uniform System of Accounts, 

CHARGES FOR SERVICES 

General 

Charges for services rendered to Associate Company and other 

System companies will be made on the bases of benefits conferred and of 

actual cost (includi~g reasonable compensation for necessary capital as 

permitted by Rule 91 of the SEC under the Act) 3 fairly and equitably 

allocated. 

Specific Services 

Charges for specific services performed will be made to the 

appropriate specific job or work order number assigned to accumulate 

the charges applicable to the particular activity, These charges will 

include both direct and indirect costs involved in providing the 

specific services. 
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General Services 

Charges for general services performed will be made to the 

appropriate general job or work order number assigned to accumulate 

the charges applicable to the particular activity. These charges will 

include both direct and indirect costs involved in providing the general 

services. 

NATURE OF CHARGES AND METHOD OF ALLOCATION 

Direct Charges 

Direct charges consist of those costs which can practicably 

be recorded separately and identified not only by job or work order 

number and department but also as to source, such as time reports for 

each employee, vehicle reports, invoices and other source documents. 

Time reports will be maintained for each employee, including officers, 

in such detail as may be appropriate for such employee and the nature 

of the services performed. Employees (other than stenographic, secre-

tarial, clerical, and other workers engaged in rendering support ser-

vices) will record on their time reports hours chargeable to the appro-

priate job or work order numbers and the nature of the work performed. 

Northeast will be charged with 25% of the costs chargeable 

to job or work orders for general services not of an operating or 

functional nature related primarily to the System subsidiary companies 

but primarily of benefit to and performed for Northeast and the System 

as a whole. The balance of the charges to such job or work orders will 

be allocated among System subsidiary companies as provided hereafter 

under "Charges to System Companies - General Services." 

Indirect Charges or Overhead Expenses 

Indirect charges or overhead expenses consist of all costs of 
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the Service Company, other than direct charges described above. These 

charges may be classified into the following two general categories: 

1. General Service Company Overheads - These charges include costs 

which cannot be identified as applicable to either a particular 

job or work order number or department and which must be allocated 

to the various Service Company departments on a fair and equitable 

basis. The following items are illustrative, and not all-inclusive, 

of the types of costs which may be so-allocated to the extent above 

provided: rents; office supplies and expenses; depreciation; 

building operation and maintenance; insurance; reasonable compen-

sation for necessary capital; general services, such as stenographic, 

files, mail, etc., including salaries, employee benefits, and ex-

penses of related employees; and other general overheads. 

These overhead costs will be allocated to each department on 

the basis of functional relationship, such as number of personnel, 

space occupied, use, etc. 

2. Departmental Overheads - These charges include costs which can be 

identified as applicable to a particular department but which 

cannot be directly associated with a particular job or work order 

number. These costs will consist of the following: 

(a) Wages and salaries of stenographic, secretarial, clerical and 

other workers in the department engaged in rendering support 

services. 

(b) Lost or nonproductive time for vacations, personal time off, 

sickness, holidays, etc., of all employees in department. 
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(c) Payroll-related Federal and State taxes and group benefit 

plans for pension, life insurance, hospitalization and medical, 

etc.~ of all employees in department. 

(d) Miscellaneous supplies and expense. 

{e) General Service Company overheads allocated to the particular 

department as set forth in item l above. 

The indirect charges of a particular department, as outlined in this 

item 2, will be distributed to the active specific or general job 

or work orders for which work is being performed by that department 

on the same proportionate basis as the actual direct payroll charges 

of that department. 

CHARGES TO OTHER THAN SYSTEM COMPANIES 

Services performed for other than System companies will be 

billed and paid for by them on an appropriate basis. All amounts so 

billed will be credited to the appropriate job or work orders before 

any charges are made therefrom to System companies. 

CHARGES TO SYSTEM COMPANIES 

Specific Services 

Charges for specific services recorded in the appropriate job 

or work order numbers, including overhead items, will be billed to the 

company or companies £or whom the services are performed. 

General Services 

Charges for general services recorded in the appropriate job 

or work order numbers~ including overhead items, will be allocated among 

System subsidiary companies on one of the following bases determined on 

the basis of functional relationship to be the most fair and equitable: 
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1. Revenues - The relation of each company's gross operating 

revenues (electric, gas or total, as may be appropriate) to 

the sum of the operating revenues of all System companies 

(electric, gas or total, as may be appropriate) for the preceding 

calendar year. 

2. Electric Peak Load - The relation of each company's annual 

electric peak load to the combined electric peak load of all 

System companies for the preceding calendar year. 

3. Peak Day Sendout - The relation of each company's gas peak day 

sendout to the combined gas peak day sendout of all System 

companies for the preceding calendar year. 

4. Customers Billed - The relation of each company's total customers 

billed to the combined total customers billed of all System 

companies for the preceding calendar year" 

5. Other - Such other basis or bases as experience may show will 

provid~ on a functional relationship, a more fair and equitable 

allocation of particular charges than aP.y of the foregoing, 

DEPARTMENT COST CONTROLS 

Annual operating budgets, on a departmental basis, will be used 

and costs will be controlled independently for each department so as 

to maintain a periodic check on the balances, if any, over or underbilled 

to insure that services rendered are being billed at cost. Each department 

will be charged with all of its expenses, including overhead items allocated 

to it, and will be credited with amounts billed from the department for 

services rendered. The accounts of each department will be maintained so 

as to be substantially in balance at all times. Accordingly, semiannual 
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reviews will be made of balances to determine to what extent the billings 

should be adjusted to reflect actual cost. 

BILLING 

Bills will be provided Associate Company in sufficient de-

tail so as to identify the services rendered and permit proper accounting 

distribution of the charges under the Associate Company's prescribed 

Uniform System of Accounts. Detail on the bill will include: (1} De-

partment; (2} Function or type of service; (3} Nature of charges, 

whether direct or indirect (overhead); and (4} Source of charges, if 

direct. 
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NORTHEAST UTILITIES SERVICE COMPANY  
TRANSMISSION AND ANCILLARY SERVICE 

WHOLESALE REVENUE ALLOCATION METHODOLOGY 
 
 

This Transmission and Ancillary Service Wholesale Revenue Allocation Methodology dated as of 

January 1, 2008, is entered into by and between The Connecticut Light and Power Company, Western 

Massachusetts Electric Company, Public Service Company of New Hampshire, Holyoke Water Power 

Company and Holyoke Power and Electric Company (collectively the "NU Companies"). 

WHEREAS, the NU Companies are engaged in the business of providing  transmission and 

ancillary services to wholesale customers in New England; and 

WHEREAS, Northeast Utilities Service Company ("NUSCO") receives revenues on behalf of the 

NU Companies for the provision of transmission and ancillary services provided by the NU Companies; 

and 

WHEREAS, the NU Companies desire to clarify the methodology for allocating the wholesale 

transmission and ancillary service revenues received by NUSCO among the NU Companies;  

NOW THEREFORE, in consideration of the premises and for other good and valuable 

consideration, the receipt and adequacy of which is hereby acknowledged, the NU Companies agree as 

follows: 

SECTION 1.  DEFINITIONS 

Capitalized terms not otherwise defined herein have the meaning specified in the ISO New 

England Inc. ("ISO-NE") Transmission, Markets and Services Tariff, FERC Electric Tariff No. 3 (the 

"ISO-NE Tariff"), as it may be amended from time to time. 

SECTION 2.  ALLOCATIONS 

(a) Wholesale revenues received by NUSCO on behalf of the NU  Companies for 

transmission and ancillary service provided under Section II of the ISO-NE Tariff shall 

be allocated to the individual NU Companies in proportion to their respective revenue 

requirements that are used to calculate  
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the charges for the said service (e.g., wholesale revenues received from ISO-NE for 

Regional Network Service shall be allocated to the individual NU  Companies in 

proportion to their respective annual Total Transmission Revenue Requirements for 

PTF).     

(b)   Wholesale transmission support revenue and wholesale transmission rental 

revenue received by NUSCO on behalf of the NU Companies will be directly allocated to 

the NU Company that is named in the support or lease agreements or contracts.    

(c) Amortizations of prepaid wholesale transmission revenues will be allocated 

among the individual NU Companies in proportion to their respective Category A 

Formula Rate for Transmission Service. 

(d) Wholesale transmission revenues received by NUSCO on behalf of the NU 

Companies for Excepted Transactions will be allocated among the individual NU 

Companies in proportion to their respective Category A Formula Rate for Transmission 

Service, except for revenues for directly assigned costs, which costs will be allocated to 

the individual NU Companies in proportion to their respective directly assigned costs. 

By:  /s/ David R. McHale 
      David R. McHale 
For the Connecticut Light and Power Company 
 
By:  /s/ David R. McHale 
      David R. McHale 
For Western Massachusetts Electric Company 
 
By:  /s/ David R. McHale 
      David R. McHale 
For Public Service Company of New Hampshire 
 
By:  /s/ David R. McHale 
      David R. McHale 
For Holyoke Power and Electric Company 
 
 
 

2 
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PURCHASE AND SALE AGREEMENT between 
PSNH FUNDING LLC 

Issuer 
and 

PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE Seller 
Dated as of April 25, 2001 
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Exhibit 10.57 

This PURCHASE AND SALE AGREEMENT, dated as of April 25, 2001, is between 
PSNH Funding LLC, a Delaware limited liability company (the "Issuer"), and 
Public Service Company of New Hampshire, a New Hampshire corporation 
(together with its successors in interest to the extent permitted hereunder, 
the "Seller"). 

RECITALS 

WHEREAS, the Issuer desires to purchase the RRB Property (as defined 
herein) created pursuant to the Statute and the Finance Order (each as 
defined herein); and 

WHEREAS, the Seller is willing to sell the RRB Property to the Issuer. 

NOW, THEREFORE, in consideration of the premises and the mutual 
ovenants herein contained, the parties hereto agree as follows: 

ARTICLE 1 

DEFINITIONS 

Section 1.01. Definitions. Whenever used in this Agreement, the following 
words and phrases shall have the following meanings: 

"Administration Agreement" means the Administration Agreement dated as of 
the date hereof between Public Service Company of New Hampshire, as 
Administrator, and the Issuer, as amended and supplemented from time to time. 

"Agreement" means this Purchase and Sale Agreement, as amended and 
supplemented from time to time. 

"Authorized Officer" means an officer of the Seller listed on the list of 
Authorized Officers delivered by the Seller to the Trustee on the date of 
issuance of the Bonds (as such list may be modified or supplemented by the 
Seller from time to time) . 
<PAGE> 

"Back-Up Security Interest" has the meaning specified in Section 2.01. 

"Basic Documents" means, collectively, this Agreement, the Indenture, 
the Servicing Agreement, the Administration Agreement, the Underwriting 
Agreement and the Fee and Indemnity Agreement. 

"Bondholder" or "Holder" means the Person in whose name a Bond is 
registered on the Register. 

"Bonds" means the PSNH Funding LLC Bonds issued under the Indenture. 

"Business Day" means any day other than a Saturday, a Sunday or a day on 
which banking institutions or trust companies in New York, New York, 
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Hartford, Connecticut, Manchester, New Hampshire or Wilmington, Delaware are 
authorized or obligated by law, regulation or executive order to remain 
closed. 

"Capital Subaccount" has the meaning specified in Section 8.02(a) of the 
ndenture. 

"Closing Date" means April 25, 2001. 

"Collection Account" has the meaning specified in Section 8.02(a) of the 
Indenture. 

"Corporate Trust Office" has the meaning specified in Section 1.01(a) of 
the Indenture. 

"Date of Breach" means, with respect to the repurchase obligation 
specified in Section 5.01(b), the date of a breach of a representation or 
warranty that triggers such repurchase obligation. 

"Fee and Indemnity Agreement" means the Fee and Indemnity Agreement 
dated as of the date hereof between the Issuer and the Trustee, as amended 
and supplemented from time to time. 

"Finance Order" means the order of the NHPUC, DE 99-099 , issued on 
September 8, 2000 (Order No. 23,550). 

"Fitch" means Fitch, Inc. or its successor. 

"Indemnified Person" has the meaning specified in Section 5.01(c), 
Section 5.01(d), Section 5.01(e) or in Section 5.01(h), for the purposes set 
forth therein. 

"Indenture" means the Indenture dated as of the date hereof between the 
Lssuer and the Trustee, as amended and supplemented from time to time. 

"Independent" has the meaning specified in Section 1.01(a) of the 
<PAGE> 
Indenture. 

"Interest Reserve Subaccount" has the meaning specified in Section 
8.02(a) of the Indenture. 

"Issuance Advice Letter" means the initial Issuance Advice Letter, dated 
April 23, 2001, filed with the NHPUC by the Seller pursuant to the Finance 
Order. 

"Issuance Date" has the meaning specified in Section 2. 01 (c) (i) of the 
Indenture. 

"Issuer" has the meaning set forth in the preamble of this Agreement. 

"Lien" means a security interest, lien, charge, pledge or encumbrance of 
any kind. 

"Losses" has the meaning specified in Section 5.01(e). 

"Moody's" means Moody's Investors Service, Inc. or its successor. 

"NHPUC" means the New Hampshire Public Utilities Commission and any 
uccessor thereto. 

"NHPUC Regulations" has the meaning specified in Section 1.01 of the 
Servicing Agreement. 

"Officer's Certificate" means a certificate signed by the chairman of 
the board, the chief executive officer, the president, the vice chairman of 
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the board, any vice president, the treasurer, any assistant treasurer, the 
secretary, any assistant secretary, the controller or the finance manager of 
the Seller. 

"Operating Expense" has the meaning specified in Section 1.01(a) of the 
ndenture. 

"Opinion of Counsel" means one or more written opinions of counsel who 
may be an employee of or counsel to the party providing such opinion of 
counsel, which counsel shall be reasonably acceptable to the party receiving 
such opinion of counsel. 

"Outstanding Amount" has the meaning specified in Section 1.01(a) of the 
Indenture. 

"Overcollateralization Subaccount" has the meaning specified in Section 
8.02(a) of the Indenture. 
<PAGE> 

"Person" means any individual, corporation, limited liability company, 
estate, partnership, joint venture, association, joint stock company, trust 
(including any beneficiary thereof), unincorporated organization or 
government or any agency or political subdivision thereof. 

"Prospectus" means the prospectus dated April 20, 2001 offering the Bonds. 

"Rating Agencies" means, collectively, S&P, Moody's and Fitch. 

"Register" has the meaning specified in Section 2.05 of the Indenture. 

"Repurchase Date" means the date that is five Business Days after the 
date that is (i) if the terms of Section 5. 01 (b) (i) (A) and Section 
S.01(b) (i) (B) (2) are applicable, two Business Days after the Date of Breach 

f the Seller fails to make the deposit required by Section 5. 01 (b) (i) (B) (2) 
Jr 90 days after the Date of Breach if the Seller makes the deposit required 
by Section 5. 01 (b) (i) (B) (2); (ii) if the terms of Section 5. 01 (b) (ii) are 
applicable, 90 days after the Date of Breach; and (iii) if the terms of 
Section 5. 01 (b) (i) (A) and Section 5. 01 (b) (i) (B) (1) are applicable, 90 days 
after the Date of Breach. 

"Repurchase Price" has the meaning specified in Section 5. 01 (b) (i) . 

"Required Capital Level" has the meaning specified in Section 1.01(a) of 
the Indenture. 

"Required Overcollateralization Level" has the meaning specified in 
Section 1.01(a) of the Indenture. 

"Required Interest Reserve Level" has the meaning specified in Section 
1.01(a) of the Indenture. 

Page 3 of 17 

"RRB Charge" means the portion (which may become all) of the Seller's 
"stranded cost recovery charge" designated pursuant to the Finance Order and RSA 
369-B:2, XIII as the RRB Charge, as the same may be adjusted from time to time 
as provided in the Finance Order. 

"RRB Charge Collections" has the meaning specified in Section 1.01 of the 
Servicing Agreement. 

"RRB Property" means the RRB Property that exists under Approval Nos. 20 to 
2 of the Finance Order. 

"RSA" means New Hampshire Revised Statutes Annotated. 
<P-1-\GE> 

"Seller" has the meaning set forth in the preamble of this Agreement. 

"Servicer Default" means an event specified in Section 7.01 of the 
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Servicing Agreement. 

"Servicing Agreement" means the Servicing Agreement dated as of the date 
hereof between Public Service Company of New Hampshire, as Servicer, and the 
Tssuer, as amended and supplemented from time to time. 

"S&P" means Standard & Poor's Ratings Services, a division of The McGraw 
Hill Companies, Inc. or its successor. 

"State Treasurer" means the Treasurer of the State of New Hampshire. 

"Statute" means RSA Chapter 369-B. 

"Trustee" means the Person acting as trustee under the Indenture. 

"Underwriting Agreement" means the Underwriting Agreement dated as of 
April 20, 2001 among Public Service Company of New Hampshire, the Issuer and 
the underwriters named therein. 

Section 1.02. Other Definitional Provisions. 

(a) All terms defined in this Agreement shall have the defined 
meanings when used in any certificate or other document made or delivered 
pursuant hereto unless otherwise defined therein. 

(b) The words "hereof," "herein," "hereunder" and words of similar 
import, when used in this Agreement, shall refer to this Agreement as a whole 
and not to any particular provision of this Agreement; Section, Schedule and 
Exhibit references contained in this Agreement are references to Sections, 
Schedules and Exhibits in or to this Agreement unless otherwise specified; and 
the term "including" shall mean "including without limitation". 

(c) The definitions contained in this Agreement are applicable to the 
oingular as well as the plural forms of such terms. 

ARTICLE 2 

CONVEYANCE OF RRB PROPERTY 

Section 2.01. Conveyance of RRB Property. In consideration of the Issuer's 
delivery to or upon the order of the Seller of $518,558,601.33, the Seller does 
hereby irrevocably sell, transfer, assign, set over and otherwise convey to the 
Issuer, WITHOUT RECOURSE OR WARRANTY, except as 
<PAGE> 
specifically set forth herein, all right, title and interest of the Seller in 
and to the RRB Property (such sale, transfer, assignment, setting over and 
conveyance of the RRB Property includes, to the fullest extent permitted by the 
Statute, the assignment of all revenues, collections, claims, payments, money or 
proceeds of or arising from the RRB Charge pursuant to the Finance Order) and 
copies of all books and records related thereto. Such sale, transfer, 
assignment, setting over and conveyance is hereby expressly stated to be a sale 
and, pursuant to RSA 369-B:6, V, shall be treated as an absolute transfer of all 
of the Seller's right, title and interest in (as in a true sale), and not as a 
pledge or other financing of, the RRB Property. If such sale, transfer, 
assignment, setting over and conveyance is held by any court of competent 
jurisdiction not to be a true sale as provided in RSA 369-B:6, v, then such 
sale, transfer, assignment, setting over and conveyance shall be treated as the 
creation of a security interest in the RRB Property and, without prejudice to 
'ts position that it has absolutely transferred all of its rights in the RRB 
roperty to the Issuer, the Seller hereby grants to the Issuer a security 

interest in the RRB Property (including, to the fullest extent permitted by the 
Statute, all revenues, collections, claims, payments, money or proceeds of or 
arising from the RRB Charge pursuant to the Finance Order) to secure a payment 
obligation incurred by the Seller in respect of the amount paid by the Issuer to 
the Seller pursuant to this Agreement (the "Back-Up Security Interest"). Such 
sale, transfer, assignment, setting over and conveyance of the RRB Property 
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includes the right to use the Seller's computer software system to access and 
create copies of all books and records related to the RRB Property. 

ARTICLE 3 

REPRESENTATIONS AND WARRANTIES OF SELLER 

Subject to Section 3.09 hereof, the Seller makes the following 
representations and warranties, as of the Closing Date, on which the Issuer 
has: relied in acquiring the RRB Property. 

Section 3.01. Organization and Good Standing. The Seller is duly organized 
and validly existing as a corporation in good standing under the laws of the 
State of New Hampshire, with the requisite corporate power and authority to own 
its properties as such properties are currently owned and to 
<PAGE> 
conduct its business as such business is now conducted by it, and has the 
requisite corporate power and authority to own the RRB Property. 

Section 3.02. Due Qualification. The Seller is duly qualified to do 
business as a foreign corporation in good standing, and has obtained all 
necessary licenses and approvals, in all jurisdictions in which the ownership or 
lease of property or the conduct of its business shall require such 
qualifications, licenses or approvals (except where the failure to so qualify or 
obtain such licenses and approvals would not be reasonably likely to have a 
material adverse effect on the Seller's business, operations, assets, revenues 
or properties) . 

Section 3.03. Power and Authority. The Seller has the requisite corporate 
power and authority to execute and deliver this Agreement and to carry out its 
terms; and the execution, delivery and performance of this Agreement have been 
~uly authorized by all necessary corporate action on the part of the Seller. 

Section 3.04. Binding Obligation. This Agreement constitutes a legal, valid 
and binding obligation of the Seller enforceable against it in accordance with 
its terms, subject to applicable insolvency, reorganization, moratorium, 
fraudulent transfer and other laws relating to or affecting creditors' or 
secured parties' rights generally from time to time in effect and to general 
principles of equity (including concepts of materiality, reasonableness, good 
faith and fair dealing), regardless of whether considered in a proceeding in 
equity or at law. 

Section 3.05. No Violation. The consummation of the transactions 
contemplated by this Agreement and the fulfillment of the terms hereof do not: 
(i) conflict with or result in any breach of any of the terms and provisions of, 
nor constitute (with or without notice or lapse of time) a default under, the 
articles of organization or by-laws of the Seller, or any material indenture, 
agreement or other instrument to which the Seller is a party or by which it is 
bound; (ii) result in the creation or imposition of any Lien upon any of the 
Seller's properties pursuant to the terms of any such indenture, agreement or 
other instrument (other than any Lien that may be granted under the Basic 
Documents or any Lien created pursuant to RSA 369 B:7, VIII); or (iii) violate 
any existing law or any existing order, rule or regulation applicable to the 
Seller of any court or of any federal or state regulatory body, administrative 
agency or other governmental instrumentality 
<PAGE> 
having jurisdiction over the Seller or its properties. 

Section 3.06. No Proceedings. Except as described under the caption "Risk 
~ctors - Bondholders could experience payment delays or losses as a result of 

amendment, repeal or invalidation of the securitization statute, breach of the 
state pledge or invalidation of the stranded cost recovery charge - Appeal of 
settlement order" in the Prospectus, there are no proceedings pending and, to 
the Seller's knowledge, there are no proceedings threatened and, to the Seller's 
knowledge, there are no investigations pending or threatened, before any court, 
federal or state regulatory body, administrative agency or other governmental 
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instrumentality having jurisdiction over the Seller or its properties involving 
or relating to the Seller or the Issuer or, to the Seller's knowledge, any other 
Person: (i) asserting the invalidity of this Agreement, any of the other Basic 
Documents, the Bonds, the Statute or the Finance Order, (ii) seeking to prevent 
+-.he issuance of the Bonds or the consummation of any of the transactions 

ontemplated by this Agreement or any of the other Basic Documents, (iii) 
seeking any determination or ruling that might materially and adversely affect 
the performance by the Seller of its obligations under, or the validity or 
enforceability of, this Agreement, any of the other Basic Documents or the Bonds 
or (iv) seeking to adversely affect the federal or state income tax 
classification of the Bonds as debt. 

Section 3.07. Approvals. No approval, authorization, consent, order or 
other action of, or filing with, any court, federal or state regulatory body, 
administrative agency or other governmental instrumentality is required in 
connection with the execution and delivery by the Seller of this Agreement, the 
performance by the Seller of the transactions contemplated hereby or the 
fulfillment by the Seller of the terms hereof, except those that have been 
obtained or made and those that the Seller, in its capacity as Servicer under 
the Servicing Agreement, is required to make in the future pursuant to the 
Servicing Agreement and post closing filings required in connection therewith. 

Section 3.08. The RRB Property. 

(a) Title. It is the intention of the parties hereto that the transfer 
and assignment herein contemplated constitute a sale of the RRB Property from 
the Seller to the Issuer and that no interest in, or title to, the RRB Property 
shall be part of the Seller's estate in the event of the 
<PAGE> 
filing of a bankruptcy petition by or against the Seller under any bankruptcy 
law. No portion of the RRB Property has been sold, transferred, assigned or 
~ledged by the Seller to any Person other than the Issuer. On the Closing Date, 

mmediately upon the sale hereunder, the Seller has transferred, sold and 
~onveyed the RRB Property to the Issuer, free and clear of all Liens (including 
the Lien of the Seller's first mortgage indenture but excluding any Lien created 
pursuant to RSA 369-B:7, VIII and any Lien that may be granted under the Basic 
Documents), and pursuant to RSA 369-B:6, V such transfer shall be treated as an 
absolute transfer of all of the Seller's right, title and interest (as in a true 
sale), and not as a pledge or other financing of, the RRB Property. 

(b) Transfer Filings. On the Closing Date, immediately upon the sale 
hereunder, the RRB Property has been validly transferred and sold to the Issuer, 
the Issuer shall own all such RRB Property free and clear of all Liens 
(including the Lien of the Seller's first mortgage indenture but excluding any 
Lien created pursuant to RSA 369-B:7, VIII and any Lien that may be granted 
under the Basic Documents) and all filings to be made by the Seller (including 
filings with the NHPUC under the Statute) necessary in any jurisdiction to give 
the Issuer a valid first priority perfected ownership interest and to grant to 
the Trustee a first priority perfected security interest (subject to any Lien 
created pursuant to RSA 369-B:7, VIII and any Lien that may be granted under the 
Basic Documents) in the RRB Property have been made. No further action is 
required to maintain the Issuer's first priority perfected ownership interest or 
the Trustee's first priority perfected security interest (subject to any Lien 
created pursuant to RSA 369 B:7, VIII and any Lien that may be granted under the 
Basic Documents) . Filings have also been made to the extent required by 
applicable law in any jurisdiction to perfect the Back-Up Security Interest 
granted by the Seller to the Issuer (subject to any Lien created pursuant to RSA 
369-B:7, VIII and any Lien that may be granted under the Basic Documents). 

(c) Finance Order and Issuance Advice Letter; Other Approvals. On the 
Closing Date, under the laws of the State of New Hampshire and the United States 
in effect on the Closing Date, (i) the Finance Order pursuant to which the RRB 
Property has been created is in full force and effect; (ii) the Bondholders are 
entitled to the protections of the Statute and, accordingly, the Finance Order 
is not revocable by the Commission; (iii) the State of New 
<PAGE> 
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Hampshire may neither limit nor alter the RRB Charge, RRB Property, the Finance 
Order and all rights thereunder, in a manner that would substantially impair the 
rights of Bondholders, absent a demonstration that an impairment is 
narrowly-tailored and is necessary to advance an important public interest, such 
~s responding to a "great public calamity," until the Bonds, together with 
ccrued interest, are fully met and discharged; provided that the State of New 

rlampshire is not precluded from such limitation or alteration if and when 
adequate provision is made by law for the protection of the Issuer, the 
Bondholders and the Trustee; (iv) except for periodic adjustments to the RRB 
Charge required under the Statute, the NHPUC does not have authority, either by 
rescinding, altering or amending the Finance Order or otherwise, to revalue or 
revise for ratemaking purposes the stranded costs or the costs of providing, 
recovering, financing or refinancing the stranded costs, to determine that the 
RRB Charge is unjust or unreasonable or in any way to reduce or impair the value 
of RRB Property either directly or indirectly by taking the RRB Charge into 
account when setting other rates for the Seller; nor are the amount of revenues 
arising with respect thereto subject to reduction, impairment, postponement or 
termination; (v) the process by which the Finance Order was adopted and 
approved, and the Finance Order and Issuance Advice Letter themselves, comply 
with all applicable laws, rules and regulations; (vi) the Issuance Advice Letter 
has been filed in accordance with the Finance Order; (vii) no other approval, 
authorization, consent, order or other action of, or filing with, any court, 
Federal or state regulatory body, administrative agency or other governmental 
instrumentality is required in connection with the creation or sale of the RRB 
Property, except those that have been obtained or made and post closing filings 
required in connection therewith and those that the Seller, in its capacity as 
Servicer under the Servicing Agreement, is required to make in the future 
pursuant to the Servicing Agreement; and (viii) the State of New Hampshire, in 
the exercise of its executive or legislative powers, may not repeal or amend the 
Statute or the Finance Order, or take any action in contravention of the pledge 
by the State of New Hampshire in RSA 369-B:6, II, without paying just 
compensation to the Bondholders, as determined by a court of competent 
urisdiction, if this action would constitute a permanent appropriation of a 

dubstantial property interest of Bondholders in the RRB Property and deprive the 
Bondholders of their reasonable expectations arising from their investments in 
the Bonds. 
<PAGE> 

(d) Assumptions. On the Closing Date, based upon the information 
available to the Seller on the Closing Date, the assumptions used in calculating 
the initial RRB Charge are reasonable and are made in good faith. 
Notwithstanding the foregoing, the Seller makes no representation or warranty 
that the assumptions used in calculating such RRB Charge will in fact be 
realized. 

(e) Creation of RRB Property. Upon the effectiveness of the Finance 
Order and the Issuance Advice Letter: (i) all of the RRB Property constitutes an 
existing property right; (ii) the RRB Property includes the right, title and 
interest in and to all revenues, collections, claims, payments, money, or 
proceeds of or arising from the RRB Charge, as adjusted from time to time 
pursuant to the Finance Order, and all rights to obtain adjustments to the RRB 
Charge pursuant to the Finance Order; and (iii) subject to the cap on the 
Seller's "stranded cost recovery charge" set forth in the Statute and the 
Finance Order, the owner of the RRB Property is legally entitled to collect 
payments in respect of the RRB Charge in the aggregate sufficient to pay the 
interest on and principal of the Bonds, to pay the fees and expenses of 
servicing the Bonds, to replenish the Capital Subaccount to the Required Capital 
Level and to fund the Overcollateralization Subaccount to the Required 
Overcollateralization Level, to fund the Interest Reserve Subaccount to the 
~equired Interest Reserve Level and to enforce all other material rights 
~nferred in the Finance Order and the Statute until the earlier of 14 years 

after "competition day" (as defined in the Statute) and the date on which the 
Bonds are paid in full. Notwithstanding the foregoing, the Seller makes no 
representation or warranty that any amounts actually collected in respect of the 
RRB Charge will in fact be sufficient to meet payment obligations with respect 
to the Bonds (other than as provided in the Finance Order with respect to other 
components of the "stranded cost recovery charge" (as defined in the Statute). 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 484 of 732



(f) Prospectus. As of the date hereof, the information describing the 
Seller under the caption "The Seller and Servicer" in the Prospectus is correct 
in all material respects. 

Section 3.09. Limitations on Representations and Warranties. 
clotwithstanding any other provisions of this Agreement, the Seller will not be 
in breach of any representation or warranty as a result of a change in law 
<PAGE> 
by means of a legislative enactment or constitutional amendment or (if such 
means become available in the future) referendum or initiative petition. 
Notwithstanding anything to the contrary in this Agreement, the Seller makes no 
representation or warranty that any amounts actually collected in respect of the 
RRB Charge will in fact be sufficient to meet payment obligations with respect 
to the Bonds or that the assumptions used in calculating the RRB Charge will in 
fact be realized nor shall the Seller be obligated to reduce, or accept a 
reduction of, any rates or charges to which it would otherwise be entitled in 
respect of services rendered or to be rendered to customers in order to permit 
the payment of the RRB Charge (other than as provided in the Finance Order with 
respect to other components of the "stranded cost recovery charge" (as defined 
in the Statute) . 

ARTICLE 4 

COVENANTS OF THE SELLER 

Section 4.01. Corporate Existence. So long as any of the Bonds are 
outstanding, the Seller (a) will keep in full force and effect its existence, 
rights and franchises as a corporation under the laws of the jurisdiction of its 
organization and (b) will obtain and preserve its qualification to do business, 
in each case to the extent that in each such jurisdiction such existence or 
~alification is or shall be necessary to protect the validity and 

rrforceability of this Agreement, the other Basic Documents to which the Seller 
~s a party and each other instrument or agreement necessary or appropriate to 
the proper administration of this Agreement and the transactions contemplated 
hereby. 

Section 4.02. No Liens. Except for the conveyances hereunder or any Lien 
under RSA 369-B:7, VIII, the Seller will not sell, pledge, assign or transfer, 
or grant, create, or incur any Lien on, any of the RRB Property, or any interest 
therein, and the Seller shall defend the right, title and interest of the Issuer 
and the Trustee in, to and under the RRB Property against all claims of third 
parties claiming through or under the Seller. Public Service Company of New 
Hampshire, in its capacity as Seller, will not at any time assert any Lien 
against, or with respect to, any of the RRB Property. 

Section 4.03. Delivery of Collections. If the Seller receives any payments 
in respect of the RRB Charge or the proceeds thereof when it is not acting as 
the Servicer, the Seller agrees to pay to the Servicer all 
<PAGE> 
payments received by it in respect thereof as soon as practicable after receipt 
thereof by it. 

Section 4.04. Notice of Liens. The Seller shall notify the Issuer and the 
Trustee promptly after becoming aware of any Lien on any of the RRB Property, 
other than the conveyances hereunder, any Lien under the Basic Documents or any 
Lien under RSA 369-B:7, VIII. 

Section 4.05. Compliance with Law. The Seller hereby agrees to comply with 
ts organizational and governing documents and all laws, treaties, rules, 

regulations and determinations of any governmental instrumentality applicable to 
it, except to the extent that failure to so comply would not adversely affect 
the Issuer's or the Trustee's interests in the RRB Property or under any of the 
other Basic Documents to which the Seller is party or the Seller's performance 
of its obligations hereunder or under any of the other Basic Documents to which 
it is party. 
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Section 4.06. Covenants Related to Bonds and RRB Property. 

(a) So long as any of the Bonds are outstanding, the Seller shall treat the 
gonds as debt of the Issuer and not of the Seller, except for financial 

ccounting or tax reporting purposes. 

(b) So long as any of the Bonds are outstanding, the Seller shall indicate 
in its financial statements that it is not the owner of the RRB Property and 
that the assets of the Issuer are not available to pay creditors of the Seller 
or any of its Affiliates (other than the Issuer) . 

(c) So long as any of the Bonds are outstanding, the Seller shall disclose 
the effects of all transactions between the Seller and the Issuer in accordance 
with generally accepted accounting principles. 

(d) So long as any of the Bonds are outstanding, the Seller shall not own 
or purchase any Bonds. 

(e) The Seller agrees that, upon the sale by the Seller of the RRB Property 
to the Issuer pursuant to this Agreement, (i) to the fullest extent permitted by 
law, including the Statute and applicable NHPUC Regulations, the Issuer shall 
have all of the rights originally held by the Seller with respect to the RRB 
Property, including the right (subject to the terms of the Servicing Agreement) 
to exercise any and all rights and remedies to collect any amounts payable by 
any customer or third party supplier in respect of the RRB Property, 
notwithstanding any objection or direction to the contrary by the Seller and 
(ii) any payment by any customer or third party supplier to 
<PAGE> 
the Issuer shall discharge such customer's or third party supplier's obligations 
in respect of the RRB Property to the extent of such payment, notwithstanding 
~ny objection or direction to the contrary by the Seller. 

(f) So long as any of the Bonds are outstanding, (i) (A) the Seller shall 
affirmatively certify and confirm that it has sold the RRB Property to the 
Issuer (other than for financial accounting or tax reporting purposes) , and (B) 
the Seller shall not make any statement or reference in respect of the RRB 
Property that is inconsistent with the ownership thereof by the Issuer (other 
than for financial accounting or tax reporting purposes), and (ii) the Seller 
shall not take any action in respect of the RRB Property except solely in its 
capacity as the Servicer thereof pursuant to the Servicing Agreement or as 
otherwise contemplated by the Basic Documents. 

Section 4.07. Protection of Title. The Seller shall execute and file such 
filings, including filings with the NHPUC pursuant to the Statute and Uniform 
Commercial Code filings, and cause to be executed and filed such filings, all in 
such manner and in such places as may be required by law fully to preserve, 
maintain and protect the ownership or security interest of the Issuer and the 
Trustee in the RRB Property and the Back-Up Security Interest, including all 
filings required under the Statute and the applicable Uniform Commercial Code 
relating to the transfer of the ownership or security interest in the RRB 
Property by the Seller to the Issuer and the granting of a security interest in 
the RRB Property by the Issuer to the Trustee and the Back-Up Security Interest 
and the continued perfection of such ownership or security interest. The Seller 
shall deliver (or cause to be delivered) to the Issuer and the Trustee 
file-stamped copies of, or filing receipts for, any document filed as provided 
above, as soon as available following such filing. The Seller shall institute 
any action or proceeding necessary to compel performance by the NHPUC or the 
~tate of New Hampshire of any of their obligations or duties under the Statute 

r the Finance Order, and the Seller agrees to take such legal or administrative 
actions, including defending against or instituting and pursuing legal actions 
and appearing or testifying at hearings or similar proceedings, as may be 
reasonably necessary (i) to protect the Issuer, the Bondholders, the Trustee, 
the State of New Hampshire, the State Treasurer, agencies of the State of New 
Hampshire and any of 
<PAGE> 
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their respective affiliates, officials, officers, directors, employees, 
consultants, counsel and agents from claims, state actions or other actions or 
proceedings of third parties which, if successfully pursued, would result in a 
breach of any representation set forth in Article III or (ii) to block or 
~verturn any attempts to cause a repeal of, modification of or supplement to the 

tatute, the Finance Order, any Advice Letter (as defined in the Indenture), the 
dettlement Agreement (as defined in the Finance Order) (to the extent it 
adversely affects the rights of Bondholders or the validity or value of the RRB 
Property) or the rights of Bondholders by executive action, legislative 
enactment or constitutional amendment that would be adverse to the Issuer, the 
Trustee or the Bondholders. If the Servicer performs its obligations under 
Section 5.02{d) of the Servicing Agreement in all respects, such performance 
shall be deemed to constitute performance of the Seller's obligations pursuant 
to clause (ii) of the immediately preceding sentence. In such event, the Seller 
agrees to assist the Servicer as reasonably necessary to perform its obligations 
under Section 5.02(d) of the Servicing Agreement in all respects. The costs of 
any such actions or proceedings shall be payable from RRB Charge Collections as 
an Operating Expense in accordance with the priorities set forth in Section 
8.02(d) of the Indenture. The Seller's obligations pursuant to this Section 4.07 
shall survive and continue notwithstanding the fact that the payment of 
Operating Expenses pursuant to Section 8.02(d) of the Indenture may be delayed 
(it being understood that the Seller may be required to advance its own funds to 
satisfy its obligations hereunder). 

Section 4.08. Nonpetition Covenants. Notwithstanding any prior 
termination of this Agreement or the Indenture, but subject to the NHPUC's 
right to order the sequestration and payment of revenues arising with respect 
to the RRB Property notwithstanding any bankruptcy, reorganization or other 
insolvency proceedings with respect to the Seller pursuant to RSA 369-B:7, V 
or RSA 369-B:7, VIII, the Seller shall not, prior to the date which is one 
year and one day after the termination of the Indenture, petition or 
0therwise invoke or cause the Issuer to invoke the process of any court or 

)Vernment authority for the purpose of commencing or sustaining a case 
dgainst the Issuer under any Federal or state bankruptcy, insolvency or 
similar law, appointing a receiver, liquidator, assignee, trustee, custodian, 
sequestrator or other similar official of the Issuer or any substantial part 
of the property of the Issuer, or ordering the winding up or liquidation 
<PAGE> 
of the affairs of the Issuer. 

Section 4.09. Taxes. 

(a) So long as any of the Bonds are outstanding, the Seller shall, and 
shall cause each of its subsidiaries to, pay all material taxes, assessments and 
governmental charges imposed upon it or any of its properties or assets or with 
respect to any of its franchises, business, income or property before any 
penalty accrues thereon if the failure to pay any such taxes, assessments and 
governmental charges would, after any applicable grace periods, notices or other 
similar requirements, result in a lien on the RRB Property; provided that no 
such tax need be paid if the Seller or one of its subsidiaries is contesting the 
same in good faith by appropriate proceedings promptly instituted and diligently 
conducted and if the Seller or such subsidiary has established appropriate 
reserves as shall be required in conformity with generally accepted accounting 
principles. 

(b) The Seller represents, warrants and covenants that any New 
Hampshire income taxes, including without limitation the New Hampshire Business 
Profits Tax imposed under the provisions of New Hampshire RSA Chapter 77-A 
'taking into account credits in respect of the New Hampshire Business Enterprise 

ax imposed under RSA Chapter 77-E), associated with the Issuer will be 
allocated to, and paid by, the Seller in accordance with the Amended and 
Restated NU Tax Allocation Agreement, dated as of January 1, 1990, as amended 
(the "NU Tax Sharing Agreement"), and that the applicable provisions of the NU 
Tax Sharing Agreement, which currently provide for such treatment by their 
reliance on federal income tax principles in allocating state income tax 
liabilities, shall not be amended or modified by the Seller in contravention of 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 487 of 732



Page 11 of 17 

this Section 4.09(b) for so long as the Bonds are outstanding. 

Section 4.10. Additional Sales of RRB Property. So long as any of the Bonds 
are outstanding, the Seller shall not sell any RRB property (as defined in the 
Statute) to secure another issuance of rate reduction bonds (as defined in the 

tatute) if it would cause the then existing ratings on any class of Bonds from 
~he Rating Agencies to be withdrawn or downgraded. 

Section 4.11. Issuance Advice Letter. The Seller hereby agrees not to 
withdraw the filing of the Issuance Advice Letter with the NHPUC. 

Section 4.12. Maintenance of Working Papers. So long as any of the Bonds 
are outstanding, the Seller shall keep and maintain any and all working papers, 
reports and other documents used by the firm of Independent certified 
<PAGE> 
public accountants in the preparation of its letters delivered on the Issuance 
Date pursuant to Section 2.10(g) of the Indenture and Section 6(h) of the 
Underwriting Agreement. 

ARTICLE 5 

THE SELLER 

Section 5.01. Liability of Seller; Indemnities. 

(a) The Seller shall be liable in accordance herewith only to the 
extent of the obligations specifically undertaken by the Seller under this 
Agreement. 

(b) In the event of a breach by the Seller of any representation and 
warranty specified in Sections 3.08(c) or 3.08(e) that has a material adverse 
~ffect on the Bondholders, the Seller shall repurchase the RRB Property from the 

ssuer at a purchase price equal to the then outstanding principal amount of the 
~onds and all accrued and unpaid interest thereon, excluding any premium or 
penalty of any kind (the "Repurchase Price"), as of the Repurchase Date; 
provided, however, that the Seller shall not be obligated to repurchase the RRB 
Property if (A) within 90 days after the Date of Breach such breach is cured or 
the Seller takes remedial action such that there is not and will not be a 
material adverse effect on the Bondholders as a result of such breach and (B) 
either (1) if the Seller had, immediately prior to the Date of Breach, a long 
term debt rating of at least "A3" by Moody's and "BBB" or the equivalent by S&P 
or Fitch, and the Seller enters into a binding agreement with the Issuer to pay 
any amounts necessary so that all interest payments due on the Bonds during such 
90-day period will be paid in full, or (2) if the Seller does not have such long 
term debt ratings, the Seller deposits, within two Business Days after the Date 
of Breach, an amount in escrow with the Trustee sufficient, taking into account 
amounts on deposit in the Collection Account which will be available for such 
purpose, to pay all interest payments which will become due on the Bonds during 
such 90-day period. 

(i) In the event of a breach by the Seller of any representation 
and warranty specified in Sections 3.01, 3.03, 3.04, 3.05, 3.06, 3.08(a) or 
3.08(b) that has a material adverse effect on the Bondholders, if within 90 days 
after the Date of Breach such breach has not been cured or the Seller has not 
taken remedial action such that there is not and will not be a material adverse 
effect on the Bondholders as a result of 
<PAGE> 
such breach, then the Seller shall repurchase the RRB Property from the Issuer 
cor the Repurchase Price on the Repurchase Date. 

(ii) Notwithstanding any other provision of this Agreement, 
upon the payment by the Seller of the Repurchase Price pursuant to this 
Section 5.01(b), neither the Issuer nor any other Person shall have any other 
claims, rights or remedies against the Seller under, arising from or with 
respect to this Agreement, except as set forth in Section 5.01(h). 
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(c) Subject to Section 5.0l(i), the Seller shall indemnify the Issuer, 
the Trustee, the State of New Hampshire, the State Treasurer, agencies of the 
State of New Hampshire and the Bondholders (each an "Indemnified Person" for 
purposes of this Section 5.0l(c) and Section 5.0l(i)) for, and defend and hold 
~armless each such Indemnified Person from and against, any and all taxes (other 

han taxes imposed on Bondholders solely as a result of their ownership of 
rlonds) that may at any time be imposed on or asserted against any such Person 
under existing law as of the Closing Date as a result of the sale of the RRB 
Property to the Issuer, including any sales, gross receipts, general 
corporation, tangible personal property, privilege or license taxes; provided, 
however, that the Bondholders shall be entitled to enforce their rights against 
the Seller under this Section 5.0l(c) solely through a cause of action brought 
for their benefit by the Trustee. 

(d) Subject to Section 5.0l(i), the Seller shall indemnify the Issuer, 
the Trustee, the State of New Hampshire, the State Treasurer, agencies of the 
State of New Hampshire and the Bondholders (each an "Indemnified Person" for 
purposes of this Section 5.0l(d) and Section 5.0l(i)) for, and defend and hold 
harmless each such Indemnified Person from and against, any and all taxes that 
may be imposed on or asserted against any such Indemnified Person under existing 
law as of the Closing Date as a result of the issuance and sale by the Issuer of 
the Bonds, or the other transactions contemplated herein, including any sales, 
gross receipts, general corporation, tangible personal property, privilege or 
license taxes; provided, however, that the Bondholders shall be entitled to 
enforce their rights against the Seller under this Section 5.0l(d) solely 
through a cause of action brought for their benefit by the Trustee. The Seller 
shall be reimbursed for any payments under this Section 5.0l(d) from RRB Charge 
Collections as an Operating Expense in accordance with the priorities set forth 
in Section 8.02(d) of the Indenture. 

(e) Subject to Section 5.0l(i), the Seller shall indemnify the Issuer 
1-nd the Bondholders (each an "Indemnified Person" for purposes of 

PAGE> 
~his Section 5.0l(e) and Section 5.0l(i)) for, and defend and hold harmless each 
such Person from and against, any and all liabilities, obligations, losses, 
actions, suits,· claims, damages, payments, costs or expenses of any kind 
whatsoever (collectively, "Losses") that may be imposed on, incurred by or 
asserted against each such Indemnified Person as a result of (i) the Seller's 
willful misconduct or negligence in the performance of its duties or observance 
of its covenants under this Agreement, or (ii) the Seller's breach in any 
material respect of any of its representations and warranties contained in this 
Agreement (other than the representations and warranties specified in Sections 
3.01, 3.03, 3.04, 3.05, 3.06, 3.08(a), 3.08(b), 3.08(c) or 3.08(e), the breach 
of which are subject to the repurchase obligation set forth in Section 5.0l(b)), 
except in the case of both clauses (i) and (ii) to the extent of Losses either 
resulting from the willful misconduct or gross negligence of such Indemnified 
Person or resulting from a breach of a representation and warranty made by such 
Indemnified Person in any of the Basic Documents that gives rise to the Seller's 
breach; provided, however, that the Bondholders shall be entitled to enforce 
their rights against the Seller under this indemnification solely through a 
cause of action brought for their benefit by the Trustee; provided, further, 
that the Seller may, at its election and in full satisfaction of its obligations 
under this Section 5.0l(e), repurchase the RRB Property at the Repurchase Price, 
in which case neither the Issuer nor any other Person shall have any other 
claims, rights or remedies against the Seller under, arising from or with 
respect to this Agreement, except as set forth in Section 5.0l(h). 

(f) Indemnification under Sections 5.0l(c), 5.0l(d), 5.0l(e) and 
~.Ol(h) shall survive the resignation or removal of the Trustee and the 
ermination of this Agreement and shall include reasonable fees and out-of 

pocket expenses of investigation and litigation (including reasonable attorneys' 
fees and expenses), except as otherwise provided in this Agreement. 

(g) Without prejudice to any of the other rights of the parties, the 
Seller will not be in breach of any representation or warranty as a result of a 
change in law by means of a legislative enactment or constitutional amendment or 
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petition. Notwithstanding anything to the contrary 
<PAGE> 
in this Agreement, the Seller makes no representation or warranty that any 
'mounts actually collected in respect of the RRB Charge will in fact be 
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ufficient to meet payment obligations with respect to the Bonds or that the 
assumptions used in calculating the RRB Charge will in fact be realized nor 
shall the Seller be obligated to reduce, or accept a reduction of, any rates or 
charges to which it would otherwise be entitled in respect of services rendered 
or to be rendered to customers in order to permit the payment of the RRB Charge 
(other than as provided in the Finance Order with respect to other components of 
the "stranded cost recovery charge" (as defined in the Statute)). 

(h) Subject to Section 5.01(i), the Seller shall indemnify and hold 
harmless the Trustee, the State of New Hampshire, the State Treasurer, agencies 
of the State of New Hampshire and any of their respective affiliates, officials, 
officers, directors, employees, consultants, counsel and agents (each an 
"Indemnified Person" for purposes of this Section 5.01(h) and Section 5.01(i)) 
against any and all Losses incurred by any of such Indemnified Persons as a 
result of (i) the Seller's willful misconduct or negligence in the performance 
of its duties or observance of its covenants under this Agreement or (ii) the 
Seller's breach in any material respect of any of its representations and 
warranties contained in this Agreement, except in the case of both clauses (i) 
and (ii) to the extent of Losses either resulting from the willful misconduct or 
gross negligence of such Indemnified Person or resulting from a breach of a 
representation or warranty made by such Indemnified Person in any of the Basic 
Documents that gives rise to the Seller's breach. 

(i) The Seller shall not be required to indemnify any Indemnified 
Person under Sections 5.01(c), 5.01(d), 5.01(e) or 5.01(h) for any amount paid 
or payable by such Indemnified Person in the settlement of any action, 
~roceeding or investigation without the written consent of the Seller, which 

onsent shall not be unreasonably withheld. Promptly after receipt by an 
indemnified Person of notice of its involvement in any action, proceeding or 
investigation, such Indemnified Person shall, if a claim for indemnification in 
respect thereof is to be made against the Seller under this Section 5.01, notify 
the Seller in writing of such involvement. Failure by an Indemnified 
<PAGE> 
Person to so notify the Seller shall relieve the Seller from the obligation to 
indemnify and hold harmless such Indemnified Person under this Section 5.01 only 
to the extent that the Seller suffers actual prejudice as a result of such 
failure. With respect to any action, proceeding or investigation brought by a 
third party for which indemnification may be sought under this Section 5.01, the 
Seller shall be entitled to assume the defense of any such action, proceeding or 
investigation. Upon assumption by the Seller of the defense of any such action, 
proceeding or investigation, the Indemnified Person shall have the right to 
participate in such action or proceeding and to retain its own counsel. The 
Seller shall be entitled to appoint counsel of the Seller's choice at the 
Seller's expense to represent the Indemnified Person in any action, proceeding 
or investigation for which a claim of indemnification is made against the Seller 
under this Section 5.01 (in which case the Seller shall not thereafter be 
responsible for the fees and expenses of any separate counsel retained by the 
Indemnified Person except as set forth below); provided, however, that such 
counsel shall be reasonably satisfactory to the Indemnified Person. 
Notwithstanding the Seller's election to appoint counsel to represent the 
Indemnified Person in an action, proceeding or investigation, the Indemnified 
Person shall have the right to employ separate counsel (including local 
counsel), and the Seller shall bear the reasonable fees, costs and expenses of 
~uch separate counsel if (i) the use of counsel chosen by the Seller to 
epresent the Indemnified Person would present such counsel with a conflict of 

interest, (ii) the actual or potential defendants in, or targets of, any such 
action include both the Indemnified Person and the Seller and the Indemnified 
Person shall have reasonably concluded that there may be legal defenses 
available to it that are different from or additional to those available to the 
Seller, (iii) the Seller shall not have employed counsel reasonably satisfactory 
to the Indemnified Person to represent the Indemnified Person within a 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 490 of 732



Page 14 of 17 

reasonable time after notice of the institution of such action or (iv) the 
Seller shall authorize the Indemnified Person to employ separate counsel at the 
expense of the Seller. Notwithstanding the foregoing, the Seller shall not be 
obligated to pay for the fees, costs and expenses of more than one separate 
~ounsel for the Indemnified Persons (in addition to local counsel). The Seller 
ill not, without the prior written consent of the Indemnified Person, settle or 

compromise or consent to the entry of any judgment with respect to any 
<PAGE> 
pending or threatened claim, action, suit or proceeding in respect of which 
indemnification may be sought under this Section 5.01 (whether or not the 
Indemnified Person is an actual or potential party to such claim or action) 
unless such settlement, compromise or consent includes an unconditional release 
of the Indemnified Person from all liability arising out of such claim, action, 
suit or proceeding. 

(j) The remedies of the Issuer and the Bondholders provided in this 
Agreement are each such Person's sole and exclusive remedies against the Seller 
for breach of its representations and warranties in this Agreement. 

Section 5.02. Merger or Consolidation of, or Assumption of the Obligations 
of, Seller. Any Person (a) into which the Seller may be merged or consolidated, 
(b) that may result from any merger or consolidation to which the Seller shall 
be a party or (c) that may succeed to the properties and assets of the Seller 
substantially as a whole, which Person in the case described in the foregoing 
clause (c) executes an agreement of assumption to perform every obligation of 
the Seller hereunder, shall be the successor to the Seller under this Agreement 
without further act on the part of any of the parties to this Agreement; 
provided, however, that (i) if the Seller is the Servicer, no Servicer Default, 
and no event which, after notice or lapse of time, or both, would become a 
Servicer Default shall have occurred and be continuing, (ii) the Seller shall 
have delivered to the Issuer and the Trustee an Officer's Certificate stating 
~hat such consolidation, merger or succession and such agreement of assumption 

Dmply with this Section and that all conditions precedent, if any, provided for 
~n this Agreement relating to such transaction have been complied with, (iii) 
the Seller shall have delivered to the Issuer and the Trustee an Opinion of 
Counsel stating that, in the opinion of such counsel (A) such consolidation, 
merger or succession and such agreement of assumption comply with this Section 
and that all conditions precedent provided for in this Agreement relating to 
such transaction have been complied with and (B) either (1) all filings to be 
made by the Seller, including filings with the NHPUC pursuant to the Statute and 
filings under the applicable Uniform Commercial Code, have been executed and 
filed that are necessary to preserve and protect fully the interests of the 
Issuer and the Trustee in the RRB Property and reciting the details of such 
filings or (2) no such action shall be necessary to preserve and protect 
<PAGE> 
such interests and (iv) the Rating Agencies shall have received prior written 
notice of such transaction. When any Person acquires the properties and assets 
of the Seller substantially as a whole and becomes the successor to the Seller 
in accordance with the terms of this Section 5.02 and execution by such 
successor of an agreement of assumption to perform every obligation of the 
Seller hereunder, then upon satisfaction of all of the other conditions of this 
Section 5.02, the Seller shall automatically and without further notice be 
released from all of its obligations hereunder. 

Section 5.03. Limitation on Liability of Seller and Others. The Seller and 
any director, officer, employee or agent of the Seller may rely in good faith on 
the advice of counsel or on any document of any kind, prima facie properly 
executed and submitted by any Person, respecting any matters arising hereunder. 

ARTICLE 6 

MISCELLANEOUS PROVISIONS 

Section 6.01. Amendment. This Agreement may be amended by the Seller and 
the Issuer, with ten Business Days' prior written notice given to the Rating 
Agencies and the prior written consent of the Trustee, but without the consent 
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of any of the Bondholders, to cure any ambiguity, to correct or supplement any 
provisions in this Agreement or for the purpose of adding any provisions to or 
changing in any manner or eliminating any of the provisions in this Agreement or 
of modifying in any manner the rights of the Bondholders; provided, however, 
~hat such action shall not, as evidenced by an Officer's Certificate delivered 

) the Issuer and the Trustee, adversely affect in any material respect the 
~nterests of any Bondholder. 

This Agreement may also be amended from time to time by the Seller and the 
Issuer, with ten Business Days' prior written notice given to the Rating 
Agencies and the prior written consent of the Trustee and the prior written 
consent of the Holders of Bonds evidencing not less than a majority of the 
Outstanding Amount of the Bonds affected thereby, for the purpose of adding any 
provisions to or changing in any manner or eliminating any of the provisions of 
this Agreement or of modifying in any manner the rights of the Bondholders. 

It shall not be necessary for the consent of Bondholders pursuant to this 
Section to approve the particular form of any proposed amendment or consent, but 
it shall be sufficient if such consent shall approve the substance thereof. 
<PAGE> 

Prior to the execution of any amendment to this Agreement, the Trustee 
shall be entitled to receive and rely upon an Opinion of Counsel stating that 
the execution of such amendment is authorized or permitted by this Agreement. 
The Trustee may, but shall not be obligated to, enter into any such amendment 
which affects the Trustee's own rights, duties or immunities under this 
Agreement or otherwise. 

Section 6.02. Notices. Unless otherwise specifically provided herein, all 
notices, directions, consents and waivers required under the terms and 
provisions of this Agreement shall be in English and in writing, and any such 
notice, direction, consent or waiver may be given by United States mail, courier 
service, facsimile transmission or electronic mail (confirmed by telephone, 
nited States mail or courier service in the case of notice by facsimile 
~ransmission or electronic mail) or any other customary means of communication, 
and any such notice, direction, consent or waiver shall be effective when 
delivered, or if mailed, three days after deposit in the United States mail with 
proper postage for ordinary mail prepaid: 

(a) if to the Seller, to 

1000 Elm Street 
Manchester, NH 
Facsimile: (860) 665-5457 Telephone: 
shoopra®nu.com (email) 

with a copy to: 

(860) 665-3258 E-Mail: 

Public Service Company of New Hampshire c/o Northeast Utilities Service 
Company 
if by u . s . Mail : 
P.O. Box 270 
Hartford, CT 06141-0270 

if by courier: 

107 Selden Street 
Berlin, CT 06037 

'ttention: Assistant Treasurer - Finance Facsimile: (860) 665-5457 
Telephone: (860) 665-3258 
E-Mail: shoopra@nu.com 

(b) if to the Issuer, to 
PSNH Funding LLC 
c/o Public Service Company of New Hampshire 1000 Elm Street 
Manchester, NH 03105 
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Facsimile: (860) 665-5457 
Telephone: (860) 665-3258 
E-Mail: shoopra@nu.com (email) with a copy to: 

Public Service Company of New Hampshire c/o Northeast 

Utilities Service Company 

if by u.S . Mail : 

P.O. Box 270 
Hartford, CT 06141-0270 

if by courier: 

107 Selden Street 
Berlin, CT 06037 

Attention: Assistant Treasurer - Finance 
Facsimile: (860) 665-5457 
Telephone: (860) 665-3258 
E-Mail: shoopra@nu.com 

(c) if to the Trustee, to 
The Bank of New York 
101 Barclay Street Floor 12 East 
New York, NY 10286 
Attention: ABS Unit 
Facsimile: (212) 815-5563 
Telephone: (212) 815-5368 

(d) if to Moody's, to 
Moody's Investors Service, Inc. 
99 Church Street 
New York, NY 10007 
Attention: ABS Monitoring Department 
Facsimile: (212) 553-0573 
Telephone: (212) 553-3686 

(e) if to S&P, to 
Standard & Poor's 
55 Water Street, 41st Floor 
New York, NY 10041 
Attention: Asset Backed Surveillance Department 
Facsimile: (212) 438-2664 
Telephone: (212) 438-2000 

(f) if to Fitch, to 
Fitch, Inc. 
One State Street Plaza 
New York, NY 10004 
Attention: ABS Surveillance 
Facsimile: (212) 514-9879 
Telephone: (212) 908-0500 
E-mail: surv@fitchratings.com 

(g) as to each of the foregoing, at such other address as shall be 
designated by written notice to the other parties. 

Section 6.03. Assignment. Notwithstanding anything to the contrary 
contained herein, except as provided in Section 5.02, this Agreement may not 
·,e assigned by the Seller. 

Section 6.04. Limitations on Rights of Third Parties. The provisions 
of this Agreement are solely for the benefit of the Seller, the Issuer, the 
<PAGE> 
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Bondholders, the Trustee, the State of New Hampshire, the State Treasurer, 
agencies of the State of New Hampshire and the other Persons expressly referred 
to herein, and such Persons shall have the right to enforce the relevant 
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provisions of this Agreement, except that the Bondholders shall be entitled to 
enforce their rights against the Seller under this Agreement solely through a 
cause of action brought for their benefit by the Trustee. Nothing in this 
Agreement, whether express or implied, shall be construed to give to any other 
oerson any legal or equitable right, remedy or claim in the RRB Property or 
nder or in respect of this Agreement or any covenants, conditions or provisions 

contained herein. 

Section 6.05. Severability. Any provision of this Agreement that is 
prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, 
be ineffective to the extent of such prohibition or unenforceability without 
invalidating the remaining provisions hereof, and any such prohibition or 
unenforceability in any jurisdiction shall not invalidate or render 
unenforceable such provision in any other jurisdiction. 

Section 6.06. Separate Counterparts. This Agreement may be executed by 
the parties hereto in separate counterparts, each of which when so executed and 
delivered shall be an original, but all such counterparts shall together 
constitute but one and the same instrument. 

Section 6.07. Headings. The headings of the various Articles and Sections 
herein are for convenience of reference only and shall not define or limit any 
of the terms or provisions hereof. 

Section 6.08. Governing Law. This Agreement shall be construed in 
accordance with the laws of the State of New Hampshire, without reference to its 
conflict of law provisions, and the obligations, rights and remedies of the 
parties hereunder shall be determined in accordance with such laws. 

Section 6.09. Assignment to Trustee. The Seller hereby acknowledges and 
consents to any mortgage, pledge, assignment and grant of a security interest by 
the Issuer to the Trustee pursuant to the Indenture for the benefit of the 

ondholders of all right, title and interest of the Issuer in, to and under the 
~RB Property and the proceeds thereof and the mortgage, pledge, assignment of, 
and grant of a security interest by the Issuer to the Trustee in, any or all of 
the Issuer's rights and obligations hereunder to the Trustee. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
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IN WITNESS WHEREOF, the parties hereto have caused this Purchase and 
Sale Agreement to be duly executed by their respective officers as of the day 
and year first above written. 

/TEXT> 
</DOCUMENT> 

PSNH FUNDING LLC, 
Issuer 
By: /s/ Randy A. Shoop 

Name: Randy A. Shoop 
Title: President 

PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE, Seller 

By: /s/ Randy A. Shoop 
Name: Randy A. Shoop 
Title: Assistant Treasurer - Finance 
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This SERVICING AGREEMENT, dated as of April 25, 2001, is between PSNH 
Funding LLC, a Delaware limited liability company (together with any successor 
thereto permitted under the Indenture, as hereinafter defined, the "Issuer"), 
and Public Service Company of New Hampshire, a New Hampshire corporation. 

RECITALS 

WHEREAS, pursuant to the Statute and the Finance Order, the Seller and 
the Issuer are concurrently entering into the Sale Agreement pursuant to which 
the Seller is selling to the Issuer the RRB Property created pursuant to the 
Statute and the Finance Order. 

WHEREAS, in connection with its ownership of the RRB Property and in 
order to collect the RRB Charge, the Issuer desires to engage the Servicer to 
carry out the functions described herein. The Servicer currently performs 
similar functions for itself with respect to its own charges to its customers. 
In addition, the Issuer desires to engage the Servicer to act on its behalf in 
obtaining Periodic Adjustments from the NHPUC. The Servicer desires to perform 
all of these activities on behalf of the Issuer. 

NOW, THEREFORE, in consideration of the premises and the mutual 
covenants herein contained, the parties hereto agree as follows: 

Article 1 

DEFINITIONS 

Section 1.01. Definitions. Whenever used in this Agreement, the 
following words and phrases shall have the following meanings: 

"Advice Letter" means any filing made with the NHPUC by the Servicer on 
behalf of the Issuer to set or adjust the RRB Charge, including the Issuance 
~dvice Letter, a Routine Semiannual True-Up Letter, a Routine True-Up Letter or 

Non-Routine True-Up Letter. 

"Agreement" means this Servicing Agreement, together with all Exhibits, 
Schedules and Annexes hereto, as the same may be amended and supplemented from 
time to time. 

"Annual Accountant's Report" has the meaning set forth in Section 3.04. 
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"Applicable TPS" means, with respect to each customer, the TPS, if any, 
billing the RRB Charge to that customer. 

"Bills" means each of the regular monthly bills, summary bills and 
ther bills issued to customers or TPSs by Public Service Company of New 

dampshire on its own behalf and in its capacity as Servicer. 

"Certificate of Compliance" has the meaning set forth in Section 3.03. 

"Closing Date" means April 25 2001. 

"Expected Amortization Schedule" means Schedule 4.01(a) hereto. 

"Finance Order" means the order of the NHPUC, DE 99-099, issued on 
September 8, 2000 (Order No. 23,550). 

"Indemnified Person" has the meaning assigned to such term in Section 
6.02. 

-4-
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"Insolvency Event" means, with respect to a specified Person, (a) the 
filing of a decree or order for relief by a court having jurisdiction in the 
premises in respect of such Person or any substantial part of its property in an 
involuntary case under any applicable Federal or state bankruptcy, insolvency or 
other similar law now or hereafter in effect, or appointing a receiver, 
liquidator, assignee, custodian, trustee, sequestrator or similar official for 
such Person or for any substantial part of its property, or ordering the 
winding-up or liquidation of such Person's affairs, and such decree or order 
hall remain unstayed and in effect for a period of 60 consecutive days; or (b) 

~he commencement by such Person of a voluntary case under any applicable Federal 
or state bankruptcy, insolvency or other similar law now or hereafter in effect, 
or the consent by such Person to the entry of an order for relief in an 
involuntary case under any such law, or the consent by such Person to the 
appointment of or taking possession by a receiver, liquidator, assignee, 
custodian, trustee, sequestrator or similar official for such Person or for any 
substantial part of its property, or the making by such Person of any general 
assignment for the benefit of creditors, or the failure by such Person generally 
to pay its debts as such debts become due. 

"Indenture" means the Indenture dated as of the date hereof between the 
Issuer and the Trustee, as the same may be amended and supplemented from time to 
time. 

"Issuer" has the meaning set forth in the preamble to this Agreement. 

"Issuance Advice Letter" means the initial Issuance Advice Letter, 
dated April 23, 2001, filed with the NHPUC pursuant to the Finance Order. 

"Lien" means a security interest, lien, charge, pledge or encumbrance 
of any kind. 

"Losses" has the meaning assigned to that term in Section 6.02(b). 

"Monthly Servicer Certificate" has the meaning assigned to that term in 
~ection 4. 01 (d) (2). 

"NHPUC" means the New Hampshire Public Utilities Commission and any 
successor thereto. 

"NHPUC Regulations" means all regulations, rules, tariffs and laws 
applicable to public utilities or TPSs, as the case may be, and promulgated by, 
enforced by or otherwise within the jurisdiction of the NHPUC. 1 

1 
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"Non-Routine Periodic Adjustment" has the meaning set forth in Section 
4.01(c) (1). 

"Non-Routine True-Up Letter" means a letter filed with the NHPUC in 
~cordance with the Finance Order with respect to any Non-Routine Periodic 

Adjustment, pursuant to which the related Non-Routine Periodic Adjustment will 
become effective within 60 days after filing of the Non-Routine True-Up Letter, 
subject to the review and approval of the NHPUC. 

"Officer's Certificate" means a certificate of the Servicer signed by a 
Responsible Officer. 

"Opinion of Counsel" means one or more written opinions of counsel who 
may be an employee of or counsel to the party providing such opinion(s) of 
counsel, which counsel shall be reasonably acceptable to the party receiving 
such opinion(s) of counsel. 

"Periodic Adjustment" means each adjustment to the RRB Charge made 
pursuant to the terms of the Finance Order and in accordance with Section 4.01 
hereof. 

"Principal Balance" means, as of any Payment Date, the sum of the 
outstanding 

-5-
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principal amount of the Bonds. 

"Projected Principal Balance" means, as of any Payment Date, the sum of 
~he projected outstanding principal amount of the Bonds for such Payment Date 
set forth in the Expected Amortization Schedule. 

"Quarterly Servicer Certificate" has the meaning assigned to that term 
in Section 4.01(d) (3). 

"Remittance" means each remittance pursuant to Section 4.03 of RRB 
Charge Payments by the Servicer to the Trustee. 

"Remittance Date" means each Servicer Business Day on which a 
Remittance is to be made by the Servicer pursuant to Section 4.03. 

"Remittance Period" means, in each year, each successive six-month 
period commencing on April 25 and ending on October 24 and commencing on October 
25 and ending on April 24; provided, however, that the initial Remittance Period 
shall commence on the Closing Date and end on October 24, 2001. 

"Required Debt Service" means, for any Remittance Period, the total 
dollar amount calculated by the Servicer in accordance with Section 4.01(b) (1) 
as necessary to be remitted to the Collection Account during such Remittance 
Period (after giving effect to (a) the allocation and distribution of amounts on 
deposit in the Reserve Subaccount at the time of calculation and which are 
available for payments on the Bonds, (b) any shortfalls in Required Debt Service 
for any prior Remittance Period and (c) any Remittances based upon the RRB 
Charge in effect in the prior Remittance Period that are expected to be realized 
'n such Remittance Period) in order to ensure that, as of the Payment Date 

nmediately following the end of such period, (i) all accrued and unpaid 
1nterest on the Bonds then due shall have been paid in full, (ii) the Principal 
Balance of the Bonds is equal to the Projected Principal Balance of the Bonds 
for that Payment Date, (iii) the balance on deposit in the Interest Reserve 
Subaccount equals the aggregate Required Interest Reserve Level, (iv) the 
balance on deposit in the Capital Subaccount equals the aggregate Required 
Capital Level, (v) the balance on deposit in the Overcollateralization 
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Subaccount equals the aggregate Required Overcollateralization Level and (vi) 
all other fees, expenses and indemnities due and owing and required or allowed 
to be paid under Section 8.02 of the Indenture as of such date shall have been 
paid in full; provided, however, that, with respect to any Periodic Adjustment 
~ccurring after the last Scheduled Maturity Date for any Bonds, the Required 
ebt Service shall be calculated to ensure that sufficient amounts will be 

collected to retire such Bonds in full as of the earlier of (x) the next Payment 
Date and (y) the Final Maturity Date for such Bonds. 

"Responsible Officer" means the chief executive officer, the president, 
the chairman or vice chairman of the board, the any vice president, the 
treasurer, any assistant treasurer, the secretary, the clerk, any assistant 
secretary, and assistant clerk, the controller or the finance manager of the 
Servicer. 

"Retirement of the Bonds" means the day on which the final payment is 
made to the Trustee in respect of the last outstanding Bond. 

"Routine Semiannual True-Up Letter" means a letter filed with the 
NHPUC, substantially in the form of Exhibit B hereto, not later than 30 days 
prior to April 25 and October 25 in each year, in respect of a semiannual 
Periodic Adjustment. Absent 

-6-
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manifest error in the Routine Semiannual True-Up Letter, the resulting upward or 
downward adjustments to the RRB Charge will be effective on the ensuing April 25 
or October 25. 

"Routine True-Up Letter" means a letter filed with the NHPUC, 
dubstantially in the form of Exhibit B hereto, as frequently as monthly, in 
respect of a Periodic Adjustment. Absent manifest error in the Routine True-Up 
Letter, the resulting upward or downward adjustments to the RRB Charge will be 
effective immediately upon the filing of such Routine True-Up Letter. 

"RRB Charge" means the portion (which may become all) of the Seller's 
"stranded cost recovery charge" designated pursuant to the Finance Order and RSA 
369-B:2, XIII as the RRB Charge, as the same may be adjusted from time to time 
as provided in the Finance Order. 

"RRB Charge Collections" means the RRB Charge Payments remitted to the 
Collection Account. 

"RRB Charge Payments" means the actual payments received by the 
Servicer, directly or indirectly (including through a TPS), from or on behalf of 
customers, multiplied by the percentage of such collections which is calculated 
in accordance with Annex II hereto to have been received in respect of the RRB 
Charge. 

"RRB Property" means the RRB Property that exists under Approval Nos. 
20 to 22 of the Finance Order and is sold by the Seller to the Issuer under the 
Sale Agreement. 

"RRB Property Records" has the meaning assigned to that term in Section 
5.01. 

"Sale Agreement" means the Purchase and Sale Agreement dated as of the 
date hereof between Public Service Company of New Hampshire, as Seller, and the 
Issuer, as the same may be amended and supplemented from time to time. 

"Seller" means Public Service Company of New Hampshire, a New Hampshire 
corporation, and its permitted successors and assigns under the Sale Agreement. 
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"Servicer" means Public Service Company of New Hampshire, as the 
servicer of the RRB Property, or each successor (in the same capacity) pursuant 
to Section 6.04 or Section 7.02. 

"Servicer Business Day" means any Business Day on which the Servicer's 
ffices in the State of New Hampshire are open for business. 

"Servicer Default" means an event specified in Section 7.01. 

"Servicing Fee" has the meaning set forth in Section 6.06(a). 

"Statute" means RSA Chapter 369-B. 

"Termination Notice" has the meaning assigned to that term in Section 
7.01. 
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"TPS" means a third party supplier of energy who has entered into a TPS 
Service Agreement with the Servicer. 

"TPS Service Agreement" means an agreement between a third party 
supplier of energy and the Servicer pursuant to which such third party supplier 
of energy bills and collects the RRB Charge to and from customers in accordance 
with NHPUC Regulations, the Finance Order and the guidelines described in 
Schedule A to Annex I. 

Section 1.02. Other Definitional Provisions. 

(a) Capitalized terms used herein and not otherwise defined herein 
have the meanings assigned to them in the Indenture. 

(b) All terms defined in this Agreement shall have the defined 
'Tleanings 
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when used in any certificate or other document made or delivered pursuant hereto 
unless otherwise defined therein. 

(c) The words "hereof," "herein," "hereunder" and words of similar 
import, when used in this Agreement, shall refer to this Agreement as a whole 
and not to any particular provision of this Agreement; Section, Schedule, 
Exhibit and Annex references contained in this Agreement are references to 
Sections, Schedules, Exhibits and Annexes in or to this Agreement unless 
otherwise specified; and the term "including" shall mean "including without 
limitation." 

(d) The definitions contained in this Agreement are applicable to 
the singular as well as the plural forms of such terms and to the masculine as 
well as to the feminine and neuter forms of such terms. 

Article 2 

APPOINTMENT AND AUTHORIZATION 

Section 2.01. Appointment of Servicer; Acceptance of Appointment. 
'ubject to Section 6.05 and Article 7, the Issuer hereby appoints the Servicer, 
~d the Servicer hereby accepts such appointment, to perform the Servicer's 

obligations pursuant to this Agreement on behalf of and for the benefit of the 
Issuer or any assignee thereof in accordance with the terms of this Agreement 
and applicable law. This appointment and the Servicer's acceptance thereof may 
not be revoked except in accordance with the express terms of this Agreement. 

Section 2.02. Authorization. With respect to all or any portion of the 
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RRB Property, the Servicer shall be, and hereby is, authorized and empowered by 
the Issuer to (a) execute and deliver, on behalf of itself and/or the Issuer, as 
the case may be, any and all instruments, documents or notices, and (b) on 
behalf of itself and/or the Issuer, as the case may be, make any filing and 
~articipate in proceedings of any kind with any governmental authorities, 

ncluding with the NHPUC. The Issuer shall execute and/or furnish the Servicer 
with such documents as have been prepared by the Servicer for execution by the 
Issuer, and with such other documents as may be in the Issuer's possession, as 
the Servicer may determine to be necessary or appropriate to enable it to carry 
out its servicing and administrative duties hereunder. Upon the Servicer's 
written request, the Issuer shall furnish the Servicer with any powers of 
attorney or other documents necessary or appropriate to enable the Servicer to 
carry out its duties hereunder. 

Section 2.03. Dominion and Control Over the RRB Property. 
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Notwithstanding any other provision herein, the Issuer shall have dominion and 
control over the RRB Property, and the Servicer, in accordance with the terms 
hereof, is acting solely as the servicing agent and custodian for the Issuer 
with respect to the RRB Property and the RRB Property Records. The Servicer 
shall not take any action that is not authorized by this Agreement or that shall 
impair the rights of the Issuer or the Trustee in the RRB Property, in each case 
unless such action is required by applicable law. 

Article 3 

BILLING SERVICES 

Section 3.01. Duties of Servicer. The Servicer, as agent for the 
Issuer, shall have 
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the following duties: 

(a) Duties of Servicer Generally. 

(1) General Duties. The Servicer's duties in general shall include 
management, servicing and administration of the RRB Property; obtaining meter 
reads, calculating electricity usage (including usage by customers of any TPS), 
billing, collection and posting of all payments in respect of the RRB Property; 
responding to inquiries by customers, the NHPUC, or any federal, local or other 
state governmental authorities with respect to the RRB Property; delivering 
Bills to customers and TPSs, investigating and handling delinquencies, 
processing and depositing collections and making periodic remittances; 
furnishing periodic reports to the Issuer, the Trustee and the Rating Agencies; 
and taking all necessary action in connection with Periodic Adjustments as set 
forth herein. Certain of the duties set forth above may be performed by TPSs 
pursuant to TPS Service Agreements. Without limiting the generality of this 
Section 3.01(a) (1}, in furtherance of the foregoing, the Servicer hereby agrees 
that it shall also have, and shall comply with, the duties and responsibilities 
relating to data acquisition, usage and bill calculation, billing, customer 
service functions, collection, payment processing and remittance set forth in 
Annex I hereto. 

(2) NHPUC Regulations Control. Notwithstanding anything to the 
ontrary in this Agreement, the duties of the Servicer set forth in this 

Agreement shall be qualified in their entirety by any NHPUC Regulations as in 
effect at the time such duties are to be performed. 

(b) Reporting Functions. 

(1) Notification of Laws and Regulations. The Servicer shall 
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promptly notify the Issuer, the Trustee and the Rating Agencies in writing of 
any laws or NHPUC Regulations hereafter promulgated that have a material adverse 
effect on the Servicer's ability to perform its duties under this Agreement. 

(2) Other Information. Upon the reasonable request of the Issuer, 
he Trustee or any Rating Agency, the Servicer shall provide to such Issuer, 

rrustee or the Rating Agencies, as the case may be, any public financial 
information in respect of the Servicer, or any material information regarding 
the RRB Property to the extent it is reasonably available to the Servicer, as 
may be reasonably necessary and permitted by law for the Issuer, the Trustee , 
or the Rating Agencies to monitor the Servicer's performance hereunder. 

(3) Preparation of Reports to be Filed with the SEC. The Servicer 
shall prepare or cause to be prepared any reports required to be filed by the 
Issuer under the securities laws, including a copy of each Quarterly Servicer 
Certificate described in Section 4.01(d) (3), the annual Certificate of 
Compliance described in Section 3.03 and the Annual Accountant's Report 
described in Section 3.04. 

Section 3.02. Servicing and Maintenance Standards. On behalf of the 
Issuer, the Servicer shall (a) manage, service, administer and make collections 
in respect of the RRB Property with reasonable care and in accordance with 
applicable law, including all applicable NHPUC Regulations and guidelines, using 
the same degree of care and diligence that the Servicer exercises with respect 
to similar assets for its own account and, if applicable, for others; (b) follow 
customary standards, policies and procedures for the industry in performing its 
duties as Servicer; (c) use all reasonable efforts, consistent 
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with its customary servicing procedures, to bill and collect the RRB Charge; (d) 
file all filings under the applicable Uniform Commercial Code or the Statute 
necessary or desirable to maintain the perfected ownership interest and security 
interest of the Issuer and the Trustee in the RRB Property; and (e) comply in 
all material respects with all laws and regulations applicable to and binding on 
it relating to the RRB Property. The Servicer shall follow such customary and 
usual practices and procedures as it shall deem necessary or advisable in its 
servicing of all or any portion of the RRB Property, which, in the Servicer's 
judgment, may include the taking of legal action, at the Issuer's expense. 

Section 3.03. Certificate of Compliance. The Servicer shall deliver to 
the Issuer, the Trustee and the Rating Agencies on or before March 31 of each 
year, commencing March 31, 2002 to and including the March 31 succeeding the 
Retirement of the Bonds, an Officer's Certificate substantially in the form of 
Exhibit A hereto (a "Certificate of Compliance"), stating that: (i) a review of 
the activities of the Servicer during the twelve months ended the preceding 
December 31 (or, in the case of the first Certificate of Compliance to be 
delivered on or before March 31, 2002, the period of time from the date of this 
Agreement until December 31, 2001) and of its performance under this Agreement 
has been made under such Responsible Officer's supervision, and (ii) to such 
Responsible Officer's knowledge, based on such review, the Servicer has 
fulfilled all of its obligations in all material respects under this Agreement 
throughout such twelve months (or, in the case of the Certificate of Compliance 
to be delivered on or before March 31, 2002, the period of time from the date of 
this Agreement until December 31, 2001), or, if there has been a default in the 
~ulfillment of any such material obligation, specifying each such material 
efault known to such Responsible Officer and the nature and status thereof. 

Section 3.04. Annual Report by Independent Public Accountants. 

(a) The Servicer, at the Issuer's expense, shall cause a firm of 
independent certified public accountants (which may provide other services to 
the Servicer) to prepare, and the Servicer shall deliver to the Issuer, the 
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Trustee and the Rating Agencies, a report addressed to the Servicer (the "Annual 
Accountant's Report"), which may be included as part of the Servicer's customary 
auditing activities, for the information and use of the Issuer, the Trustee and 
the Rating Agencies, on or before March 31 each year, beginning March 31, 2002 
~a and including the March 31 succeeding the Retirement of the Bonds, to the 
ffect that such firm has performed certain procedures, agreed between the 

Servicer and such accountants, in connection with the Servicer's compliance with 
its obligations under this Agreement during the preceding twelve months ended 
December 31 (or, in the case of the first Annual Accountant's Report to be 
delivered on or before March 31, 2002, the period of time from the date of this 
Agreement until December 31, 2001), identifying the results of such procedures 
and including any exceptions noted. 

(b) The Annual Accountant's Report shall also indicate that the 
accounting firm providing such report is independent of the Servicer within the 
meaning of the Code of Professional Ethics of the American Institute of 
Certified Public Accountants. 

<PAGE> 

Article 4 

SERVICES RELATED TO PERIODIC ADJUSTMENTS; 
REMITTANCES 

-10-

Section 4.01. Periodic Adjustments. From time to time, until the 
Retirement of the Bonds, the Servicer shall identify the need for Periodic 
~djustments and shall take all reasonable action to obtain and implement such 
eriodic Adjustments, all in accordance with the following: 

(a) Expected Amortization Schedule. The Expected Amortization Schedule 
is attached hereto as Schedule 4.01(a). 

(b) Routine Periodic Adjustments and Semiannual Filings. 

(1) Routine Semiannual Periodic Adjustments and Filings. For the 
purpose of preparing a Routine Semiannual True-Up Letter, the Servicer shall: 
(A) update the assumptions underlying the calculation of the RRB Charge, 
including energy usage volume, the rate of charge-offs and estimated expenses 
and fees of the Issuer to the extent not fixed, for the Remittance Period 
beginning on April 25 or October 25 (whichever is next to occur) of each year; 
(B) determine the Required Debt Service for such Remittance Period based upon 
such updated assumptions; and (C) determine the RRB Charge to be charged during 
such Remittance Period based upon such Required Debt Service. The Servicer shall 
file a Routine Semiannual True-Up Letter with the NHPUC no later than 30 days 
prior to April 25 and October 25 of each year. 

(2) Routine Periodic Adjustments. The Servicer shall file a Routine 
True-Up Letter at least 15 days before the end of any calendar month, at each 
such time as the Servicer may reasonably determine is necessary to meet the 
Required Debt Service for the then current Remittance Period. 

(3) The Servicer shall take all reasonable actions and make all 
reasonable efforts to secure any Periodic Adjustments. 

(c) Non-Routine Periodic Adjustments. 

(1) Whenever the Servicer determines that the existing model for 
calculating the RRB Charge should be amended or revised, subject to the consent 
of the Issuer under the conditions set forth in Section 3.18 of the Indenture, 
the Servicer shall file a Non-Routine True-Up Letter with the NHPUC designating 
the adjustments to such model and any corresponding adjustments to the RRB 
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Charge (collectively, a "Non-Routine Periodic Adjustment"), subject to the 
review and approval of the NHPUC pursuant to the Finance Order. 

(2) The Servicer shall take all reasonable actions and make all 
~easonable efforts to secure any Non-Routine Periodic Adjustments. 
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(3) The Servicer shall implement any resulting adjustments to the model 
and any resulting revised RRB Charge as of the effective date of the Non-Routine 
True-Up Letter. 

(d) Reports. 

(1) Notification of Advice Letter Filings and Periodic Adjustments. 
Whenever the Servicer files an Advice Letter with the NHPUC, the Servicer shall 
send a copy of such filing to the Issuer, the Trustee and the Rating Agencies 
concurrently therewith. If any Periodic Adjustment requested in any such Advice 
Letter filing does not become effective on the applicable date as provided by 
the Finance Order, the Servicer shall notify the Issuer, the Trustee and the 
Rating Agencies by the end of the second Servicer Business Day after such 
applicable date. 

(2) Monthly Servicer Certificate. So long as any Bonds are 
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outstanding, not later than fifteen (15) days after the end of each month after 
the Bonds are issued (excluding April, 2001), or if such day is not a Servicer 
Business Day, the next succeeding Servicer Business Day, the Servicer shall 
,eliver a written report substantially in the form of Exhibit C hereto (the 

.ofonthly Servicer Certificate") to the Issuer, the Trustee and the Rating 
Agencies. 

(3) Quarterly Servicer Certificate. So long as any Bonds are 
outstanding, not later than 11:00 a.m. (New York City time) on the Servicer 
Business Day immediately preceding each Payment Date, the Servicer shall deliver 
a written report substantially in the form of Exhibit D hereto (the "Quarterly 
Servicer Certificate") to the Issuer, the Trustee and the Rating Agencies. 

(4) TPS Reports. The Servicer shall provide to the Rating Agencies, 
upon request, any publicly available reports filed by the Servicer with the 
NHPUC (or otherwise made publicly available by the Servicer) relating to TPSs 
and any other non-confidential and non-proprietary information relating to TPSs 
reasonably requested by the Rating Agencies. 

(e) Uniformity of RRB Charge. The Servicer shall not take any action to 
implement any Periodic Adjustment that would cause the RRB Charge to vary among 
customer classes unless the Rating Agency Condition shall have been satisfied. 

Section 4.02. Limitation of Liability. 

(a) The Issuer and the Servicer expressly agree and acknowledge that: 

(1) In connection with any Periodic Adjustment, the Servicer is acting 
solely in its capacity as the servicing agent hereunder. 

(2) Neither the Servicer nor the Issuer shall be responsible in any 
~nner for, and shall have no liability whatsoever as a result of, any action, 

decision, ruling or other determination made or not made, or any delay (other 
than any delay resulting from the Servicer's failure to file for Periodic 
Adjustments or Non-Routine Periodic Adjustments required by Section 4.01 in a 
timely and correct manner or other material breach by the Servicer of its duties 
under this Agreement that materially and adversely affects any Periodic 
Adjustments or Non-Routine Periodic Adjustments), by the NHPUC (or, in 
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connection with any Non-Routine Periodic Adjustment, by the Rating Agencies) in 
any way related to the RRB Property or in connection with any Periodic 
Adjustment or Non-Routine Periodic Adjustment, the subject of any filings under 
Section 4.01, any proposed Periodic Adjustment or Non-Routine Periodic 
~djustment, or the approval of the RRB Charge and the adjustments thereto. 

(3) The Servicer shall have no liability whatsoever relating to the 
calculation of the RRB Charge and the adjustments thereto (including any 
Non-Routine Periodic Adjustment), including as a result of any inaccuracy of any 
of the assumptions made in such calculation regarding expected energy usage 
volume, the rate of charge-offs, estimated expenses and fees of the Issuer, so 
long as the Servicer has not acted in a negligent manner in connection 
therewith, nor shall the Servicer have any liability whatsoever as a result of 
any Person, including the Bondholders, not receiving any payment, amount or 
return anticipated or expected in respect of any Bond generally, except only to 
the extent that the Servicer is liable under Section 6.02 of this Agreement. 

(b) Notwithstanding the foregoing, this Section 4.02 shall not relieve 
the Servicer of any liability under Section 6.02 for any misrepresentation by 
the Servicer 
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under Section 6.01 or for any breach by the Servicer of its obligations under 
this Agreement. 

Section 4.03. Remittances. 

(a) Pursuant to the remittance methodology more fully described in 
~nex II hereto, starting with collections that are received on the first 

dervicer Business Day that is at least 45 days after the first day on which 
Public Service Company of New Hampshire imposes the RRB Charge, the Servicer 
will remit to the Trustee on each Servicer Business Day, within two Servicer 
Business Days after receipt, by wire transfer of immediately available funds to 
the General Subaccount of the Collection Account, an amount equal to the RRB 
Charge Payments (as calculated in accordance with Annex II hereto) received on 
such Servicer Business Day and on any prior day that was not a Servicer Business 
Day for which a Remittance has not previously been made. Prior to or 
simultaneous with each Remittance to the General Subaccount of the Collection 
Account pursuant to this Section, the Servicer shall provide written notice to 
the Trustee of each such Remittance (including the exact dollar amount to be 
remitted) . 

(b) The Servicer may elect to make Remittances less frequently than on 
a daily basis, and shall be permitted to do so, but in any event shall make 
Remittances within one calendar month of collection thereof, provided that the 
Servicer shall send written notice of such election to the Issuer and the 
Trustee, together with (i) an Officer's Certificate stating that no Servicer 
Default has occurred and is continuing under this Servicing Agreement, (ii) 
evidence that the Rating Agency Condition has been satisfied, (iii) evidence of 
the delivery by the Servicer to the Issuer or the Trustee, as applicable, of any 
credit enhancement which may be required by the Rating Agencies in connection 
therewith in form and substance satisfactory to the Issuer and the Trustee, as 
applicable, the cost of which credit enhancement shall be borne solely by the 
Servicer, and (iv) an executed copy of any appropriate amendment hereto or to 

he Indenture or any other Basic Agreement as reasonably requested by the 
2rvicer, the Issuer or the Trustee in connection therewith. 

(c) The Servicer agrees and acknowledges that it will remit RRB Charge 
Payments in accordance with this Section 4.03 without any surcharge, fee, 
offset, charge or other deduction except for late fees permitted by Section 
6.06. 

! 

j 
! 

1 
~ 
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Article 5 

THE RRB PROPERTY 

Section 5.01. Custody of RRB Property Records. To assure uniform 
uality in servicing the RRB Property and to reduce administrative costs, the 

Issuer hereby revocably appoints the Servicer, and the Servicer hereby accepts 
such appointment, to act as the agent of the Issuer and the Trustee as custodian 
of any and all documents and records that the Servicer shall keep on file, in 
accordance with its customary procedures, relating to the RRB Property, 
including copies of the Finance Order and Advice Letters relating thereto and 
all documents filed with the NHPUC in connection with any Periodic Adjustment or 
Non-Routine Periodic Adjustment and computational records relating thereto 
(collectively, the "RRB Property Records"), which are hereby constructively 
delivered to the Trustee, as pledgee of the Issuer with respect to all RRB 
Property. 

Section 5.02. Duties of Servicer as Custodian. 
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(a) Safekeeping. The Servicer shall hold the RRB Property Records on 
behalf of the Issuer and the Trustee and maintain such accurate and complete 
accounts, records and computer systems pertaining to the RRB Property Records on 
behalf of the Issuer and the Trustee as shall enable the Issuer to comply with 
this Agreement and the Indenture. In performing its duties as custodian the 
Servicer shall act with reasonable care, using that degree of care and diligence 
that the Servicer exercises with respect to comparable assets that the Servicer 
services for itself or, if applicable, for others. The Servicer shall promptly 
eport to the Issuer and the Trustee any failure on its part to hold the RRB 

2roperty Records and maintain its accounts, records and computer systems as 
herein provided and promptly take appropriate action to remedy any such failure. 
Nothing herein shall be deemed to require an initial review or any periodic 
review by the Issuer or the Trustee of the RRB Property Records. The Servicer's 
duties to hold the RRB Property Records on behalf of the Issuer set forth in 
this Section 5.02, to the extent such RRB Property Records have not been 
previously transferred to a successor Servicer pursuant to Article 7, shall 
terminate one year and one day after the earlier of the date on which (i) the 
Servicer is succeeded by a successor Servicer in accordance with Article 7 and 
(ii) no Bonds are outstanding. 

(b) Maintenance of and Access to Records. The Servicer shall maintain 
at all times records and accounts that permit the Servicer to identify RRB 
Charges billed. The Servicer shall maintain the RRB Property Records in 
Manchester, New Hampshire, Berlin, Connecticut or at such other office in the 
United States as shall be specified to the Issuer and the Trustee by written 
notice at least 30 days prior to any change in location. The Servicer shall make 
available for inspection to the Issuer, the Trustee, the NHPUC or their 
respective duly authorized representatives, attorneys or auditors the RRB 
Property Records at such times during normal business hours as the Issuer, the 
Trustee or the NHPUC shall reasonably request and which do not unreasonably 
interfere with the Servicer's normal operations. Nothing in this Section 5.02(b) 
shall affect the obligation of the Servicer to observe any applicable law 
(including any NHPUC Regulations) prohibiting disclosure of information 
regarding the customers, and the failure of the Servicer to provide access to 
·uch information as a result of such obligation shall not constitute a breach of 
his Section 5.02(b). 

(c) Release of Documents. Upon instruction from the Trustee in 
accordance with the Indenture, the Servicer shall release any RRB Property 
Records to the Trustee, the Trustee's agent or the Trustee's designee, as the 
case may be, at such place or places as the Trustee may designate, as soon as 
practicable. 
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(d) Defending RRB Property Against Claims. The Servicer shall institute 
any action or proceeding necessary to compel performance by the NHPUC or the 
State of New Hampshire of any of their obligations or duties under the Statute, 
'""he Finance Order or any Advice Letter, and the Servicer agrees to take such 

egal or administrative actions, including defending against or instituting and 
pursuing legal actions and appearing or testifying at hearings or similar 
proceedings, as may be reasonably necessary to block or overturn any attempts to 
cause a repeal of, modification of or supplement to the Statute or the Finance 
Order or the rights of holders of RRB Property by executive action, legislative 
enactment or constitutional amendment or (if such means become available in the 
future) referendum or initiative petition that would be adverse to Bondholders, 
the 
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Issuer or the Trustee. The costs of any such action shall be payable from RRB 
Charge Collections as an Operating Expense in accordance with the priorities set 
forth in Section 8.02(d) of the Indenture. The Servicer's obligations pursuant 
to this Section 5.02 shall survive and continue notwithstanding the fact that 
the payment of Operating Expenses pursuant to Section 8.02(d) of the Indenture 
may be delayed, it being understood that the Servicer may be required to advance 
its own funds to satisfy its obligations hereunder. If the Servicer must incur 
costs to satisfy its obligations hereunder and is required hereunder to advance 
its own funds with respect to such costs but is unable to do so, the Servicer 
shall, in accordance with the provisions of Section 8.02(j) of the Indenture, 
make written request to the Trustee to pay such costs from amounts on deposit in 
the Servicer Advance Subaccount. Amounts so paid by the Trustee from amounts on 
~eposit in the Servicer Advance Subaccount in accordance with the provisions of 
ection 8.02(j) of the Indenture shall remain payable as Operating Expenses 

ddvanced by the Servicer in accordance with this Section 5.02(d) and Section 
8.02(j) of the Indenture. 

Section 5.03. Instructions; Authority to Act. For so long as any Bonds 
remain outstanding, the Servicer shall be deemed to have received proper 
instructions with respect to the RRB Property Records upon its receipt of 
written instructions signed by a Responsible Officer (as defined in the 
Indenture) of the Trustee. 

Section 5.04. Effective Period and Termination. The Servicer's 
appointment as custodian shall become effective as of the Closing Date and shall 
continue in full force and effect until terminated pursuant to this Section 
5.04. If any Servicer shall resign as Servicer in accordance with the provisions 
of this Agreement or if all of the rights and obligations of any Servicer shall 
have been terminated under Section 7.01, the appointment of such Servicer as 
custodian shall terminate upon appointment of a successor Servicer, subject to 
the approval of the NHPUC, and acceptance by such successor Servicer of such 
appointment. 

Section 5.05. Monitoring of Third Party Suppliers. From time to time, 
until the Retirement of the Bonds, the Servicer shall, using the same degree of 
care and diligence that it exercises with respect to payments owed to it for its 
own account, implement such procedures and policies as are necessary to properly 
enforce the obligations of each TPS to remit RRB Charges, in accordance with the 
terms and provisions of the Finance Order, the TPS Service Agreement and 
'chedule A to Annex I hereto. 

Article 6 

THE SERVICER 

Section 6.01. Representations and Warranties of Servicer. The Servicer 
makes the following representations and warranties, as of the Closing Date, on 

! 

I 
J 
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which the Issuer is deemed to have relied in entering into this Agreement 
relating to the servicing of the RRB Property. 
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(a) Organization and Good Standing. The Servicer is duly organized and 
•ralidly existing as a corporation in good standing under the laws of the State 

f New Hampshire, with the requisite corporate power and authority to own its 
properties as such properties are currently owned and to conduct its business as 
such business is now conducted by it, and has the requisite corporate power and 
authority to service the RRB Property and to hold the RRB Property Records as 
custodian. 
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(b) Due Qualification. The Servicer is duly qualified to do business as 
a foreign corporation in good standing, and has obtained all necessary licenses 
and approvals, in all jurisdictions in which the ownership or lease of property 
or the conduct of its business (including the servicing of the RRB Property as 
required by this Agreement) shall require such qualifications, licenses or 
approvals (except where the failure to so qualify or obtain such licenses and 
approvals would not be reasonably likely to have a material adverse effect on 
the Servicer's business, operations, assets, revenues or properties or adversely 
affect the servicing of the RRB Property) . 

(c) Power and Authority. The Servicer has the requisite corporate power 
and authority to execute and deliver this Agreement and to carry out its terms; 
and the execution, delivery and performance of this Agreement have been duly 
authorized by all necessary corporate action on the part of the Servicer. 

(d) Binding Obligation. This Agreement constitutes a legal, valid and 
inding obligation of the Servicer enforceable against it in accordance with its 

~erms, subject to applicable insolvency, reorganization, moratorium, fraudulent 
transfer and other laws relating to or affecting creditors' rights generally 
from time to time in effect and to general principles of equity (including 
concepts of materiality, reasonableness, good faith and fair dealing), 
regardless of whether considered in a proceeding in equity or at law. 

(e) No Violation. The consummation of the transactions contemplated by 
this Agreement and the fulfillment of the terms hereof do not: (i) conflict with 
or result in any breach of any of the terms and provisions of, nor constitute 
(with or without notice or lapse of time) a default under the articles of 
organization or by-laws of the Servicer, or any material indenture, agreement or 
other instrument to which the Servicer is a party or by which it is bound; (ii) 
result in the creation or imposition of any Lien upon any of the Servicer's 
properties pursuant to the terms of any such indenture, agreement or other 
instrument; nor violate any existing law or any existing order, rule or 
regulation applicable to the Servicer of any court or of any federal or state 
regulatory body, administrative agency or other governmental instrumentality 
having jurisdiction over the Servicer or its properties, so as to adversely 
affect the Servicer, the Issuer or the Bondholders. 

(f) No Proceedings. There are no proceedings pending and, to the 
Servicer's knowledge, there are no proceedings threatened and, to the Servicer's 
knowledge, there are no investigations pending or threatened, before any court, 
federal or state regulatory body, administrative agency or other governmental 
instrumentality having jurisdiction over the Servicer or its properties 
'nvolving or relating to the Servicer or the Issuer or, to the Servicer's 
nowledge, any other Person: (i) asserting the invalidity of this Agreement; 

(ii) seeking to prevent the consummation of any of the transactions contemplated 
by this Agreement; or (iii) seeking any determination or ruling that might 
materially and adversely affect the performance by the Servicer of its 
obligations under, or the validity or enforceability of, this Agreement. 

(g) Approvals. No approval, authorization, consent, order or other 
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action of, or filing with, any court, federal or state regulatory body, 
administrative agency or other governmental instrumentality is required in 
connection with the execution and delivery by the Servicer of this Agreement, 
the performance by the Servicer of the 
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transactions contemplated hereby or the fulfillment by the Servicer of the terms 
hereof, except those that have been obtained or made and those that the Servicer 
is required to make in the future pursuant to Article 3 or Article 4 and 
post-closing filings in connection therewith. 

Section 6.02. Indemnities of Servicer. 

(a) The Servicer shall be liable in accordance herewith only to the 
extent of the obligations specifically undertaken by the Servicer and as 
expressly provided under this Section 6.02. 

(b) The Servicer shall indemnify the Issuer and the Bondholders (each 
an "Indemnified Person" for purposes of Sections 6.02 (b) and (d)) for, and 
defend and hold harmless each such Person from and against, any and all 
liabilities, obligations, losses, damages, payments, claims, costs or expenses 
of any kind whatsoever (collectively, "Losses") that may be imposed on, incurred 
by or asserted against any such Person as a result of (i) the Servicer's willful 
misconduct or negligence in the performance of its duties or observance of its 
covenants under this Agreement (including the Servicer's willful misconduct or 
negligence relating to the maintenance and custody by the Servicer, as 
custodian, of the RRB Property Records) or (ii) the Servicer's breach in any 
~aterial respect of any of its representations or warranties in this Agreement; 

rovided, however, that the Servicer shall not be liable for any Losses 
£esulting from the willful misconduct or gross negligence of any such 
Indemnified Person; and, provided, further, that the Bondholders shall be 
entitled to enforce their rights and remedies against the Servicer under this 
Section 6.02(b) solely through a cause of action brought for their benefit by 
the Trustee; and, provided, further, that the Servicer shall not be liable for 
any Losses, regardless of when incurred, after the Bonds have been paid in full, 
except as provided in Section 6.02(c). 

(c) The Servicer shall indemnify and hold harmless the Trustee, the 
State of New Hampshire, the Treasurer of the State of New Hampshire, agencies of 
the State of New Hampshire and any of their respective affiliates, officials, 
officers, directors, employees, consultants, counsel and agents (each an 
"Indemnified Person" for purposes of Section 6.02(c) and (d)) for, and defend 
and hold harmless each such Person from and against, any and all Losses imposed 
on, incurred by or asserted against any of such Indemnified Persons as a result 
of: (i) the Servicer's willful misconduct or negligence in the performance of 
its duties or observance of its covenants under this Agreement (including the 
Servicer's willful misconduct or negligence relating to the maintenance and 
custody by the Servicer, as custodian, of the RRB Property Records) or (ii) the 
Servicer's breach in any material respect of any of its representations or 
warranties in this Agreement; provided, however, that the Servicer shall not be 
liable for any Losses resulting from the willful misconduct or gross negligence 
of such Indemnified Person or resulting from a breach of a representation or 
warranty made by such Indemnified Person in any of the Basic Documents that 
gives rise to the Servicer's breach. 

(d) The Servicer shall not be required to indemnify an Indemnified 
Person for any amount paid or payable by such Indemnified Person pursuant to 
Section 6.02(b) or Section 6.02(c) in the settlement of any action, proceeding 
or investigation without the written consent of the Servicer, which consent 
shall not be unreasonably withheld. Promptly after receipt by an Indemnified 
Person of notice of its involvement in any 

I 
.j 

j 
I 
I 
j 
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~tion, proceeding or investigation, such Indemnified Person shall, if a claim 
~or indemnification in respect thereof is to be made against the Servicer under 
Section 6.02(b) or Section 6.02(c), notify the Servicer in writing of such 
involvement. Failure by an Indemnified Person to so notify the Servicer shall 
relieve the Servicer from the obligation to indemnify and hold harmless such 
Indemnified Person under Section 6.02(b) or Section 6.02(c), as applicable, only 
to the extent that the Servicer suffers actual prejudice as a result of such 
failure. With respect to any action, proceeding or investigation brought by a 
third party for which indemnification may be sought under Section 6.02(b) or 
Section 6.02(c), the Servicer shall be entitled to assume the defense of any 
such action, proceeding or investigation. Upon assumption by the Servicer of the 
defense of any such action, proceeding or investigation, the Indemnified Person 
shall have the right to participate in such action or proceeding and to retain 
its own counsel. The Servicer shall be entitled to appoint counsel of the 
Servicer's choice at the Servicer's expense to represent the Indemnified Person 
in any action, proceeding or investigation for which a claim of indemnification 
is made against the Servicer under Section 6.02(b) or Section 6.02(c) (in which 
case the Servicer shall not thereafter be responsible for the fees and expenses 
of any separate counsel retained by the Indemnified Person except as set forth 
below); provided, however, that such counsel shall be reasonably satisfactory to 
the Indemnified Person. Notwithstanding the Servicer's election to appoint 
counsel to represent the Indemnified Person in an action, proceeding or 
investigation, the Indemnified Person shall have the right to employ separate 
counsel (including local counsel), and the Servicer shall bear the reasonable 
fees, costs and expenses of such separate counsel if (i) the use of counsel 
chosen by the Servicer to represent the Indemnified Person would present such 
~ounsel with a conflict of interest, (ii) the actual or potential defendants in, 

r targets of, any such action include both the Indemnified Person and the 
~ervicer and the Indemnified Person shall have reasonably concluded that there 
may be legal defenses available to it that are different from or additional to 
those available to the Servicer, (iii) the Servicer shall not have employed 
counsel reasonably satisfactory to the Indemnified Person to represent the 
Indemnified Person within a reasonable time after notice of the institution of 
such action or (iv) the Servicer shall authorize the Indemnified Person to 
employ separate counsel at the expense of the Servicer. Notwithstanding the 
foregoing, the Servicer shall not be obligated to pay for the fees, costs and 
expenses of more than one separate counsel for the Indemnified Persons (in 
addition to local counsel). The Servicer will not, without the prior written 
consent of the Indemnified Person, settle or compromise or consent to the entry 
of any judgment with respect to any pending or threatened claim, action, suit or 
proceeding in respect of which indemnification may be sought under Section 
6.02(b) or Section 6.02(c), as applicable, (whether or not the Indemnified 
Person is an actual or potential party to such claim or action) unless such 
settlement, compromise or consent includes an unconditional release of the 
Indemnified Person from all liability arising out of such claim, action, suit or 
proceeding. 

(e) Indemnification under Section 6.02(b) and Section 6.02(c) shall 
survive the resignation or removal of the Trustee and the termination of this 
Agreement and shall include reasonable fees and out-of-pocket expenses of 
investigation and litigation (including reasonable attorneys' fees and 
expenses), except as otherwise 
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provided in this Agreement. 

(f) For purposes of Section 6.02{b) and Section 6.02(c), in the event 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 511 of 732



Page 18 of 40 

of the termination of the rights and obligations of Public Service Company of 
New Hampshire (or any successor thereto pursuant to Section 6.04) as Servicer 
pursuant to Section 7.01, or a resignation by such Servicer pursuant to this 
Agreement, such Servicer shall be deemed to be the Servicer pending appointment 
•f a successor Servicer pursuant to Section 7.02. 

Section 6.03. Limitation on Liability of Servicer and Others. Except as 
otherwise provided under this Agreement, neither the Servicer nor any of the 
directors, officers, employees or agents of the Servicer shall be liable to the 
Issuer or any other Person for any action taken or for refraining from the 
taking of any action pursuant to this Agreement or for errors in judgment; 
provided, however, that this provision shall not protect the Servicer or any 
director, officer, employee or agent of the Servicer against any liability that 
would otherwise be imposed by reason of willful misconduct or negligence in the 
performance of duties under this Agreement. The Servicer and any director, 
officer, employee or agent of the Servicer may rely in good faith on the advice 
of counsel reasonably acceptable to the Trustee or on any document of any kind, 
prima facie properly executed and submitted by any Person, respecting any 
matters arising under this Agreement. Except as provided in this Agreement, the 
Servicer shall not be under any obligation to appear in, prosecute or defend any 
legal action relating to the RRB Property. 

Section 6.04. Merger or Consolidation of, or Assumption of the 
Obligations of, Servicer. Any Person (a) into which the Servicer may be merged 
or consolidated, (b) which may result from any merger or consolidation to which 
the Servicer shall be a party or (c) which may succeed to the properties and 
assets of the Servicer substantially as a whole, which Person in any of the 
foregoing cases executes an agreement of assumption to perform every obligation 
of the Servicer hereunder, shall be the successor to the Servicer under this 
Agreement without further act on the part of any of the parties to this 
Agreement; provided, however, that (i) immediately after giving effect to such 
~ransaction, no Servicer Default and no event which, after notice or lapse of 

ime, or both, would become a Servicer Default shall have occurred and be 
~ontinuing, (ii) the Servicer shall have delivered to the Issuer and the Trustee 
an Officers' Certificate stating that such consolidation, merger or succession 
and such agreement of assumption comply with this Section and that all 
conditions precedent provided for in this Agreement relating to such transaction 
have been complied with, (iii) the Servicer shall have delivered to the Issuer 
and the Trustee an Opinion of Counsel stating that, in the opinion of such 
counsel (A) such consolidation, merger or succession and such agreement of 
assumption comply with this Section and that all conditions precedent provided 
for in this Agreement relating to such transaction have been complied with and 
(B) either (1) all filings to be made by the Servicer, including filings with 
the NHPUC pursuant to the Statute and filings under the applicable Uniform 
Commercial Code, have been executed and filed that are necessary to preserve and 
protect fully the interests of the Issuer and the Trustee in the RRB Property 
and reciting the details of such filings or (2) no such action shall be 
necessary to preserve and protect such interests and (iv) the Rating Agencies 
shall have received prior written notice of such transaction. When any Person 
acquires the properties and assets of the 
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Servicer substantially as a whole and becomes the successor to the Servicer in 
accordance with the terms of this Section 6.04, then upon satisfaction of all of 
'·he other conditions of this Section 6.04, the Servicer shall automatically and 
ithout further notice be released from all its obligations hereunder. 

Section 6.05. Public Service Company of New Hampshire Not to Resign as 
Servicer. Subject to the provisions of Section 6.04, Public Service Company of 
New Hampshire shall not resign from the obligations and duties hereby imposed on 
it as Servicer under this Agreement except upon either (a) a determination that 
the performance of its duties under this Agreement shall no longer be 
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permissible under applicable law or (b) satisfaction of the following: (i) the 
Rating Agency Condition shall have been satisfied (except that with respect to 
Moody's it shall be sufficient to provide ten days prior notice) and (ii) the 
NHPUC shall have approved such resignation. Notice of any such determination 
~ermitting the resignation of Public Service Company of New Hampshire shall be 

)mmunicated to the Issuer, the Trustee and the Rating Agencies at the earliest 
practicable time (and, if such communication is not in writing, shall be 
confirmed in writing at the earliest practicable time) and any such 
determination that the performance of Public Service Company of New Hampshire's 
duties under this Agreement shall no longer be permissible under applicable law 
shall be evidenced by an Opinion of Counsel to such effect delivered by Public 
Service Company of New Hampshire to the Issuer and the Trustee concurrently with 
or promptly after such notice. No such resignation shall become effective until 
a successor Servicer shall have assumed the responsibilities and obligations of 
Public Service Company of New Hampshire in accordance with Section 7.02. 

Section 6.06. Servicing Compensation. 

(a) In consideration for its services hereunder, until the Retirement 
of the Bonds, the Servicer shall receive an annual fee (the "Servicing Fee") in 
an amount equal to (i) one-quarter of one percent (0.25%) of the outstanding 
principal balance of the Bonds for so long as the Servicer is Public Service 
Company of New Hampshire or any successor Servicer that bills the RRB Charge 
.concurrently with other charges for services or (ii) up to one and one-half 
percent (1.5%) of the outstanding principal balance of the Bonds for so long as 
the Servicer is a successor Servicer that bills the RRB Charge separately to 
customers (which amount shall be determined by a separate agreement between the 
Issuer and the Servicer) . The Servicing Fee shall be payable in quarterly 
installments on each Payment Date. The Servicer also shall be entitled to retain 
as additional compensation (i) any interest earnings on RRB Charge Payments 
received by the Servicer and invested by the Servicer pursuant to Section 6(c) 
0f Annex I hereto prior to remittance to the Collection Account and (ii) all 

ate payment charges, if any, collected from customers or TPSs. 

(b) The Servicing Fee set forth in Section 6.06(a) and expenses 
provided for in Section 6.06(c) shall be paid to the Servicer by the Trustee, on 
each Payment Date in accordance with the priorities set forth in Section 8.02(d) 
of the Indenture, by wire transfer of immediately available funds from the 
Collection Account to an account designated by the Servicer. Any portion of the 
Servicing Fee not paid on such date shall be added to the Servicing Fee payable 
on the subsequent Payment Date. 

(c) The Issuer shall pay all expenses incurred by the Servicer in 
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connection with its activities hereunder (including any reasonable fees to and 
disbursements by accountants, counsel, or any other Person, any taxes imposed on 
the Servicer (other than taxes based on the Servicer's net income) and any 
expenses incurred in connection with reports to Bondholders, subject to the 
priorities set forth in Section 8.02(d) of the Indenture). 

Section 6.07. Compliance with Applicable Law. The Servicer covenants 
and agrees, in servicing the RRB Property, to comply in all material respects 
with all laws applicable to, and binding upon, the Servicer and relating to such 
RRB Property the noncompliance with which would have a material adverse effect 
'n the value of the RRB Property; provided, however, that the foregoing is not 
ntended to, and shall not, impose any liability on the Servicer for 

noncompliance with any law that the Servicer is contesting in good faith in 
accordance with its customary standards and procedures. 

Section 6.08. Access to Certain Records and Information Regarding RRB 
Property. The Servicer shall provide to the Bondholders, the Issuer and the 
Trustee access to the RRB Property Records in such cases where the Bondholders, 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 513 of 732



Page 20 of 40 

the Issuer or the Trustee shall be required by applicable law to be provided 
access to such records. Access shall be afforded without charge, but only upon 
reasonable request and during normal business hours at the respective offices of 
the Servicer. Nothing in this Section shall affect the obligation of the 
~ervicer to observe any applicable law (including any NHPUC Regulation) 

rohibiting disclosure of information regarding the customers, and the failure 
of the Servicer to provide access to such information as a result of such 
obligation shall not constitute a breach of this Section. 

Section 6.09. Appointments. 

(a) The Servicer may at any time appoint any Person to perform all or 
any portion of its obligations as Servicer hereunder; provided, however, that 
the Rating Agency Condition shall have been satisfied in connection therewith 
(except that with respect to Moody's it shall be sufficient to provide ten days 
prior notice); and, provided, further, that the Servicer shall remain obligated 
and be liable under this Agreement for the servicing and administering of the 
RRB Property in accordance with the provisions hereof without diminution of such 
obligation and liability by virtue of the appointment of such Person and to the 
same extent and under the same terms and conditions as if the Servicer alone 
were servicing and administering the RRB Property; and, provided, further, 
however, that nothing herein (including the Rating Agency Condition) shall 
preclude the execution by the Servicer of a TPS Service Agreement with any TPS 
pursuant to applicable NHPUC Regulations. The fees and expenses of any such 
Person shall be as agreed between the Servicer and such Person from time to time 
and none of the Issuer, the Trustee, the Bondholders or any other Person shall 
have any responsibility therefor or right or claim thereto. Any such appointment 
shall not constitute a Servicer resignation under Section 6.05. 

(b) The Servicer has no employees. Therefore, in carrying out the 
foregoing duties or any of its other obligations under this Agreement, the 
Servicer may enter into transactions with or otherwise deal with any of its 
ffiliates to obtain the services of employees of such Affiliates as is its 

current practice; provided, however, that the terms of any such transactions or 
dealings shall be no less favorable to the Issuer than would be available from 
unaffiliated parties or that would be available if the Servicer 

-21-
<PAGE> 

were to hire its own employees to perform such services. 

Section 6.10. No Servicer Advances. The Servicer shall not make any 
advances of interest on or principal of the Bonds. 

Section 6.11. Maintenance of Operations. The Servicer agrees to 
continue to operate its distribution system to provide service to its customers 
so long as it is acting as the Servicer under this Agreement. 

Article 7 

DEFAULT 

Section 7.01. Servicer Default. If any one of the following events 
(each a "Servicer Default") shall occur and be continuing: 

(a) any failure by the Servicer to remit to the Collection Account on 
2half of the Issuer any required Remittance that shall continue unremedied for 

a period of five (5) Business Days after written notice of such failure is 
received by the Servicer from the Issuer or the Trustee; or 

(b) any failure on the part of the Servicer duly to observe or to 
perform in any material respect any other covenants or agreements of the 
Servicer set forth in this Agreement, which failure shall (a) materially and 
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adversely affect the rights of the Bondholders and (ii) continue unremedied for 
a period of 60 days after the date on which written notice of such failure, 
requiring the same to be remedied, shall have been given (A) to the Servicer by 
the Issuer or (B) to the Servicer by the Trustee or by the Holders of Bonds 
~videncing not less than 25 percent of the Outstanding Amount of the Bonds; or 

(c) any representation or warranty made by the Servicer in this 
Agreement shall prove to have been incorrect in any material respect when made, 
which has a material adverse effect on the Bondholders and which material 
adverse effect continues unremedied for a period of 60 days after written notice 
of such failure is received by the Servicer from the Issuer or the Trustee; or 

(d) an Insolvency Event occurs with respect to the Servicer; then, and 
in each and every case, so long as the Servicer Default shall not have been 
remedied, either the Trustee, or the Holders of Bonds evidencing not less than 
25 percent of the Outstanding Amount of the Bonds, by notice then given in 
writing to the Servicer (and to the Trustee if given by the Bondholders) (a 
"Termination Notice") may terminate all the rights and obligations (other than 
the obligations set forth in Section 6.02) of the Servicer under this Agreement. 
In addition, upon a Servicer Default described in Section 7.01(a), each of the 
following shall be entitled to apply to the NHPUC for sequestration and payment 
of revenues arising with respect to the RRB Property in accordance with RSA 
369-B:7, VI and VIII: (1) the Bondholders or the Trustee; (2) the Issuer or its 
assignees; or (3) pledgees or transferees of the RRB Property. On or after the 
receipt by the Servicer of a Termination Notice, and subject to the approval of 
the NHPUC, all authority and power of the Servicer under this Agreement, whether 
with respect to the Bonds, the RRB Property, the RRB Charge or otherwise, shall, 
without further action, pass to and be vested in such successor Servicer as may 
be appointed under Section 7.02; and, without limitation, the Trustee is hereby 
authorized and empowered to execute and deliver, on behalf of the predecessor 
Servicer, as attorney-in-fact or otherwise, any and all documents and other 
;.nstruments, and to do or accomplish all other acts or things 
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necessary or appropriate to effect the purposes of such Termination Notice, 
whether to complete the transfer of the RRB Property Records and related 
documents, or otherwise. The predecessor Servicer shall cooperate with the 
successor Servicer, the Issuer and the Trustee in effecting the termination of 
the responsibilities and rights of the predecessor Servicer under this 
Agreement, including the transfer to the successor Servicer for administration 
by it of all cash amounts that shall at the time be held by the predecessor 
Servicer for remittance, or shall thereafter be received by it with respect to 
the RRB Property or the RRB Charge. In case a successor Servicer is appointed as 
a result of a Servicer Default, all reasonable costs and expenses (including 
reasonable attorneys' fees and expenses) incurred in connection with 
transferring the RRB Property Records to the successor Servicer and amending 
this Agreement to reflect such succession as Servicer pursuant to this Section 
shall be paid by the predecessor Servicer upon presentation of reasonable 
documentation of such costs and expenses. All other reasonable costs and 
expenses incurred in transferring servicing responsibilities to a successor 
servicer shall constitute Operating Expenses of the Issuer. 

Section 7.02. Appointment of Successor. 

(a) Upon the Servicer's receipt of a Termination Notice pursuant to 
ection 7.01 or the Servicer's resignation or removal in accordance with the 

terms of this Agreement, the predecessor Servicer shall continue to perform its 
functions as Servicer under this Agreement, and shall be entitled to receive the 
requisite portion of the Servicing Fee and reimbursement of expenses as provided 
herein, until a successor Servicer shall have assumed in writing the obligations 
of the Servicer hereunder as described below. In the event of the Servicer's 
termination hereunder, the Issuer shall appoint, subject to the approval of the 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 515 of 732



NHPUC, a successor Servicer with the Trustee's prior written consent thereto 
(which consent shall not be unreasonably withheld), and the successor Servicer 
shall accept its appointment by a written assumption in form reasonably 
acceptable to the Issuer and the Trustee. If within 30 days after the delivery 
~f the Termination Notice, the Issuer shall not have obtained such a new 

=rvicer, the Trustee may appoint (subject to the approval of the NHPUC) or 
petition the NHPUC or a court of competent jurisdiction to appoint a successor 
Servicer under this Agreement. A Person shall qualify as a successor Servicer 
only if (i) such Person is permitted under NHPUC Regulations to perform the 
duties of the Servicer, (ii) the Rating Agency Condition shall have been 
satisfied and (iii) such Person assumes in writing the obligations of the 
Servicer hereunder or enters into a servicing agreement with the Issuer having 
substantially the same provisions as this Agreement. 
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(b) Upon appointment, the successor Servicer shall be the successor in 
all respects to the predecessor Servicer and shall be subject to all the 
responsibilities, duties and liabilities arising thereafter relating thereto 
placed on the predecessor Servicer and shall be entitled to the Servicing Fee 
and all the rights granted to the predecessor Servicer by the terms and 
provisions of this Agreement. 

Section 7.03. Waiver of Past Defaults. The Holders of Bonds evidencing 
not less than a majority of the Outstanding Amount of the Bonds may, on behalf 
of all Bondholders, waive in writing any default by the Servicer in the 
performance of its obligations hereunder and its consequences, except a default 
in making any required Remittances to the Collection Account in accordance with 
this Agreement. Upon any 
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such waiver of a past default, such default shall cease to exist, and any 
Servicer Default arising therefrom shall be deemed to have been remedied for 
every purpose of this Agreement. No such waiver shall extend to any subsequent 
or other default or impair any right consequent thereto. 

Section 7.04. Notice of Servicer Default. The Servicer shall deliver to 
the Issuer, the Trustee and the Rating Agencies, promptly after any of its 
Responsible Officers having obtained actual knowledge thereof, but in no event 
later than five Business Days thereafter, written notice in an Officers' 
Certificate of any event which with the giving of notice or lapse of time, or 
both, would become a Servicer Default under Section 7.01(a) or Section 7.01(b). 

Article 8 

MISCELLANEOUS PROVISIONS 

Section 8.01. Amendment. 

(a) This Agreement may be amended in writing by the Servicer and the 
Issuer with ten Business Days' prior written notice given to the Rating Agencies 
and the prior written consent of the Trustee (which consent shall not be 
unreasonably withheld), but without the consent of any of the Bondholders, to 
cure any ambiguity, to correct or supplement any provisions in this Agreement or 
for the purpose of adding any provisions to or changing in any manner or 
eliminating any of the provisions in this Agreement or of modifying in any 
·anner the rights of the Bondholders; provided, however, that such action shall 
Jt, as evidenced by an Officer's Certificate delivered to the Issuer and the 

Trustee, adversely affect in any material respect the interests of any 
Bondholder. 

(b) This Agreement may also be amended in writing from time to time by 
the Servicer and the Issuer with ten Business Days' prior written notice given 
to the Rating Agencies and the prior written consent of the Trustee (which 
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consent shall not be unreasonably withheld) and the prior written consent of the 
Holders of Bonds evidencing not less than a majority of the Outstanding Amount 
of the Bonds, for the purpose of adding any provisions to or changing in any 
manner or eliminating any of the provisions of this Agreement or of modifying in 
~ny manner the rights of the Bondholders; provided, however, that any amendment 

£ the provisions of Section 4.01 or Section 4.03 shall satisfy the Rating 
Agency Condition. 

(c) If the written consent of Bondholders is required in connection 
with an amendment hereof, approval by Bondholders of the substance of any 
proposed amendment or consent shall constitute sufficient consent of the 
Bondholders pursuant to this Section, and it shall not be necessary that 
Bondholders approve of the particular form of any amendment or consent. 

(d) Promptly after the execution thereof, the Issuer shall provide each 
of the Rating Agencies with a copy of any amendment to this Agreement. 

(e) Prior to its consent to any amendment to this Agreement, the 
Trustee shall be entitled to receive and conclusively rely upon an Opinion of 
Counsel stating that such amendment is authorized or permitted by this 
Agreement. The Trustee may, but shall not be obligated to, enter into any such 
amendment which affects the Trustee's own rights, duties or immunities under 
this Agreement or otherwise. 

Section 8.02. Maintenance of Accounts and Records. 
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(a) The Servicer shall maintain accounts and records as to the RRB 
coperty accurately and in accordance with its standard accounting procedures. 

(b) The Servicer shall permit the Issuer and the Trustee and its agents 
at any time during normal business hours, upon reasonable notice to the Servicer 
and to the extent it does not unreasonably interfere with the Servicer's normal 
operations, to inspect, audit and make copies of and abstracts from the 
Servicer's records regarding the RRB Property and the RRB Charge. Nothing in 
this Section 8.02(b) shall affect the obligation of the Servicer to observe any 
applicable law (including any NHPUC Regulation) prohibiting disclosure of 
information regarding the customers, and the failure of the Servicer to provide 
access to such information as a result of such obligation shall not constitute a 
breach of this Section 8.02(b}. 

Section 8.03. Notices. Unless otherwise specifically provided herein, 
all notices, directions, consents and waivers required under the terms and 
provisions of this Agreement shall be in English and in writing, and any such 
notice, direction, consent or waiver may be given by United States mail, courier 
service, facsimile transmission or electronic mail (confirmed by telephone, 
United States mail or courier service in the case of notice by facsimile 
transmission or electronic mail) or any other customary means of communication, 
and any such notice, direction, consent or waiver shall be effective when 
delivered, or if mailed, three days after deposit in the United States mail with 
proper postage for ordinary mail prepaid: 

(a) if to the Servicer, to 

Public Service Company of New Hampshire 
1000 Elm Street 
Manchester, NH 03105 
Facsimile: (860) 665-5457 
Telephone: (860) 665-3258 
E-Mail: shoopra@nu.com (email) 

with a copy to: 
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Public Service Company of New Hampshire 
c/o Northeast Utilities Service Company 

if by u.s. Mail: 

P.O. Box 270 
Hartford, CT 06141-0270 

if by courier: 

107 Selden Street 
Berlin, CT 06037 

Attention: Assistant Treasurer - Finance 
Facsimile: (860) 665-5457 
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Telephone: (860) 665-3258 
E-Mail: shoopra@nu.com 

(b) if to the Issuer, to 

PSNH Funding LLc 
c/o Public Service Company of New Hampshire 
1000 Elm Street 
Manchester, NH 03105 
Facsimile: (860) 665-5457 
Telephone: (860) 665-3258 
E-Mail: shoopra@nu.com (email) 

with a copy to: 

Public Service Company of New Hampshire 
c/o Northeast Utilities Service Company 

if by U . S . Mail : 

P.O. Box 270 
Hartford, CT 06141-0270 

if by courier: 

107 Selden Street 
Berlin, CT 06037 

Attention: Assistant Treasurer - Finance 
Facsimile: (860) 665-5457 
Telephone: (860) 665-3258 
E-Mail: shoopra®nu.com 

(c) if to the Trustee, to 

The Bank of New York 
101 Barclay Street 
Floor 12 East 
New York, NY 10286 
Attention: ABS Unit 
Facsimile: (212) 815-5563 
Telephone: (212) 815-5368 

(d) if to Moody's, to 
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Moody's Investors Service, Inc. 
99 Church Street 
New York, NY 10007 
Attention: ABS Monitoring Department 
Facsimile: (212) 553-0573 
Telephone: (212) 553-3686 

-26-

(e) if to S&P, to 

Standard & Poor's 
55 Water Street, 41st Floor 
New York, NY 10041 

Attention: 
Facsimile: 
Telephone: 

(f) if to Fitch, to 

Fitch, Inc. 

Asset Backed Surveillance Department 
(212) 438-2664 
(212) 438-2000 

One State Street Plaza 
New York, NY 10004 
Attention: ABS Surveillance 
Facsimile: (212) 514-9879 
Telephone: (212) 908-0500 
E-mail: surv@fitchratings.com 
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(g) as to each of the foregoing, at such other address as shall be 
esignated by written notice to the other parties. 

Section 8.04. Assignment. Notwithstanding anything to the contrary 
contained herein, except as provided in Section 6.04 and as provided in the 
provisions of this Agreement concerning the resignation of the Servicer, this 
Agreement may not be assigned by the Servicer. 

Section 8.05. Limitations on Rights of Third Parties. The provisions of 
this Agreement are solely for the benefit of the Servicer, the Issuer, the 
Bondholders, the Trustee, the State of New Hampshire, the Treasurer of the State 
of New Hampshire, agencies of the State of New Hampshire and the other Persons 
expressly referred to herein and such Persons shall have the right to enforce 
the relevant provisions of this Agreement, except that the Bondholders shall be 
entitled to enforce their rights against the Servicer under this Agreement 
solely through a cause of action brought for their benefit by the Trustee. 
Nothing in this Agreement, whether express or implied, shall be construed to 
give to any other Person any legal or equitable right, remedy or claim in the 
RRB Property or under or in respect of this Agreement or any covenants, 
conditions or provisions contained herein. 

Section 8.06. Severability. Any provision of this Agreement that is 
prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, 
be ineffective to the extent of such prohibition or unenforceability without 
invalidating the remaining provisions hereof, and any such prohibition or 
unenforceability in any jurisdiction shall not invalidate or render 
unenforceable such provision in any other jurisdiction. 

Section 8.07. Separate Counterparts. This Agreement may be executed by 
the parties hereto in separate counterparts, each of which when so executed and 
delivered shall be an original, but all such counterparts shall together 
constitute but one and the same instrument. 

Section 8.08. Headings. The headings of the various Articles and 
Sections 
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herein are for convenience of reference only and shall not define or limit any 
of the terms or provisions hereof. 
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Section 8.09. Governing Law. This Agreement shall be construed in 
accordance with the substantive laws of the State of New Hampshire, without 
giving effect to its conflict of law or other principles that would cause the 
application of the laws of another jurisdiction, and the obligations, rights and 
remedies of the parties hereunder shall be determined in accordance with such 
laws. 

Section 8.10. Assignment to Trustee. The Servicer hereby acknowledges 
and consents to the collateral assignment or pledge of, or grant of a security 
interest in, any or all of the Issuer's rights and obligations hereunder to the 
Trustee for the benefit of the holders of the Bonds. 

Section 8.11. Nonpetition Covenants. Notwithstanding any prior 
termination of this Agreement or the Indenture, but subject to the NHPUC's right 
to order the sequestration and payment of revenues arising with respect to the 
RRB Property notwithstanding any bankruptcy, reorganization or other insolvency 
proceedings with respect to the debtor, pledgor or transferor of the RRB 
Property pursuant to RSA 369-B:7, VI and RSA 369-B:7, VIII, the Servicer shall 
not, prior to the date which is one year and one day after the termination of 
the Indenture with respect to the Issuer, petition or otherwise invoke or cause 
the Issuer to invoke the process of any court or governmental authority for the 
purpose of commencing or sustaining a case against the Issuer under any federal 
~r state bankruptcy, insolvency or similar law or appointing a receiver, 
iquidator, assignee, trustee, custodian, sequestrator or other similar official 

of the Issuer or any substantial part of the property of the Issuer, or ordering 
the winding up or liquidation of the affairs of the Issuer. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
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IN WITNESS WHEREOF, the parties hereto have caused this Servicing 
Agreement to be duly executed by their respective officers as of the day and 
year first above written. 

PSNH FUNDING LLC, 
Issuer 

By: /s/ Randy A. Shoop 

Name: 
Title: 

Randy A. Shoop 
President 

PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE, 
Servicer 

By: /s/ Randy A. Shoop 

Name: Randy A. Shoop 
Title: Assistant Treasurer - Finance 
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Attachment AG-1-12(a) 
Page 520 of 732



S-29-

<PAGE> 

EXHIBIT A 

CERTIFICATE OF COMPLIANCE 

The undersigned hereby certifies that he/she is the duly elected and 
acting [ ] of Public Service Company of New Hampshire, as servicer (the 
"Servicer") under the Servicing Agreement, dated as of April 25, 2001 (the 
"Servicing Agreement"), between the Servicer and PSNH Funding LLC (the 
"Issuer"), and further certifies on behalf of the Servicer that: 

1. A review of the activities of the Servicer and of its 
performance under the Servicing Agreement during the months ended 
December 31, 20[ ] has been made under the supervision of the undersigned 
pursuant to Section 3.03 of the Servicing Agreement; and 

such review, the 
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2. To the undersigned's knowledge, based on 
Servicer has fulfilled all of its material obligations 
under the Servicing Agreement throughout the 

in all material respects 
months ended December 

31, 20[_], except as listed on Annex A hereto. 

Executed as of this day of ------------' 20 

PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE, 
Servicer 

By: 

Name: 
Title: 

-30-
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ANNEX A TO EXHIBIT A 

LIST OF SERVICER DEFAULTS 

Nature of Default Status 
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EXHIBIT B 

FORM OF ROUTINE TRUE-UP LETTER 

[date] 

ADVICE 

NEW HAMPSHIRE PUBLIC UTILITIES COMMISSION (THE "COMMISSION") 
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SUBJECT: Periodic RRB Charge True-Up Mechanism Advice Filing 

Pursuant to the order of the Commission, DE 99-099 , issued on September 8, 2000 
~Order No. 23,550) (the "FINANCE ORDER"), Public Service Company of New 
:~.mpshire ("PSNH"), as servicer of the RRBs or any successor Servicer and on 

oehalf of the RRB trustee as assignee of the special purpose entity (the "SPE"), 
shall apply for adjustment to the RRB Charge not later than 30 days prior to 
each semiannual anniversary of the RRB transaction closing and at such 
additional intervals, if necessary, as may be provided for in the Finance Order. 
Any capitalized terms not defined herein shall have the meanings ascribed 
thereto in the Finance Order. 

PURPOSE 

This filing establishes the revised RRB Charge to be assessed and collected from 
retail users of PSNH's distribution system within PSNH's service territory, 
whether or not energy is purchased from PSNH or third party supplier, and 
whether or not such distribution system is being operated by PSNH or a successor 
distribution company. The RRB Charge is a usage-based component of the stranded 
cost recovery charge on each retail user's monthly bill until the Total RRB 
Payment Requirements are discharged in full. In the Finance Order, the 
Commission authorized PSNH to file Routine True-Up Letters not later than 30 
days prior to each semiannual anniversary of the RRB transaction closing and at 
such additional intervals, if necessary, as may be provided for in the Finance 
Order. The purpose of such filings and resulting adjusted RRB Charges is to 
ensure the timely recovery of revenues sufficient to provide for the payment of 
an amount equal to the sum of the Periodic RRB Payment Requirements for the 
upcoming period, which may include indemnity obligations of the SPE in the RRB 
transaction documents for SPE officers and directors, trustee fees and other 
liabilities of the SPE. 

sing the methodology approved by the Commission in the Finance Order, this 
.ciling modifies the variables used in the RRB Charge calculation and provides 
the resulting modified RRB Charge. Table I shows the revised assumptions for 
each of the variables used in calculating the RRB Charge for customers. The 
assumptions underlying the current RRB Charges were filed in an Issuance Advice 
Letter, dated 

Table I below shows the current assumptions for each of the variables used in 
the RRB Charge calculation. 

-B-32-
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TABLE I 

INPUT VALUES FOR RRB CHARGE 

Forecasted retail kWh sales for the period: 
January: __________________________ _ 
February: __________________________ _ 
March: -------------------------April: __________________________ _ 
May: ________________________ __ 
June: __________________________ _ 
July: ________________________ __ 
August: __________________________ _ 
September: __________________________ _ 
October: -------------------------
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Attachment AG-1-12(a) 
Page 522 of 732



November: __________________________ _ 
December: __________________________ _ 

Percent of billed amounts expected to be charged-off: ________ _ 
Weighted average days sales outstanding: ____ _ 

(calculated as follows) 

Percent of billed amounts collected in current month: 
Percent of billed amounts collected in second month after billing: _____ 
Percent of billed amounts collected in third month after billing: _____ 
Percent of billed amounts collected in fourth month after billing: _____ 
Percent of billed amounts collected in fifth month after billing: _____ 

Forecasted ongoing interest and transaction expenses (including any already 
accrued but unpaid for the period) : 

Current Interest Reserve Subaccount balance: ____ __ 
Scheduled Interest Reserve Subaccount balance at the end of the period: ______ _ 
Current Overcollateralization Subaccount balance: ____ __ 
Scheduled Overcollateralization Subaccount balance at the end of the period: 
Current Capital Subaccount balance: ____ __ 
Initial Capital Subaccount balance: ____ __ 
Current RRB outstanding balance: 
Scheduled RRB outstanding balance at the end of the period: ____ __ 
Current Reserve Subaccount balance: ____ __ 

The adjusted RRB Charge calculated for retail users is as 
follows: (cent)/kWh 

-B-33-
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EFFECTIVE DATE 
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In accordance with the Finance Order, Routine True-Up Letters for semiannual RRB 
Charge adjustments shall be filed not later than 30 days prior to each 
semiannual anniversary of the RRB transaction closing, with the resulting upward 
or downward adjustments to the RRB Charge to be effective - absent manifest 
error in the Routine True-Up Letters - on the ensuing semiannual anniversary. In 
accordance with the Finance Order, Routine True-Up Letters may also be filed as 
frequently as monthly, with the resulting upward or downward adjustments to the 
RRB Charge to be effective - absent manifest error in the Routine True-Up 
Letters - immediately upon the filing of the on the Routine True-Up Letters. No 
approval by the Commission is required. Therefore, these RRB Charges shall be 
effective as of 

NOTICE 

Copies of this filing are being furnished to the parties on the attached service 
list. Notice to the public is hereby given by filing and keeping this filing 
open for public inspection at PSNH's corporate headquarters. 

aclosures 

-B-34-
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EXHIBIT C 

FORM OF MONTHLY SERVICER CERTIFICATE 

Pursuant to Section 4.0l(d) (2) of the Servicing Agreement, dated as of 
April 25, 2001 (the "Agreement"), between Public Service Company of New 
Hampshire, as servicer (the "Servicer"), and PSNH Funding LLC, the Servicer does 
hereby certify as follows: 

Capitalized terms used herein have their respective meanings as set 
forth in the Agreement. 

For the Monthly Period: ____________ __ 

1. 

a) 
b) 
c) 
d) 

2. 

a) 
b) 
c) 

3 0 

D) 

c) 
d) 

e) 
f) 

g) 
h) 

i) 
j) 

<PAGE> 

BILLINGS: 

Monthly kWh Consumption: 
Applicable RRB Charge: 
Total RRB Charge Amount Billed this Month: 
Cumulative RRB Charge Amount Billed this Remittance Period: 

REMITTANCES: 

Total Amount Remitted this Month: 
Cumulative Amount Remitted this Remittance Period: 
"RRB %" (calculated in accordance with Annex II to the Agreement) for 
this Remittance Period: 

DRAWS ON SUBACCOUNTS: 

Reserve Subaccount Draw Amount this Month: 
Cumulative Reserve Subaccount Draw Amount this Remittance Period (net 
of funding) : 
Overcollateralization Subaccount Draw Amount this Month: 
Cumulative Overcollateralization Subaccount Draw Amount this Remittance 
Period (net of funding) : 
Capital Subaccount Draw Amount this Month: 
Cumulative Capital Subaccount Draw Amount this Remittance Period (net 
of funding) : 
Interest Reserve Subaccount Draw Amount this Month: 
Cumulative Interest Reserve Subaccount Draw Amount this Remittance 
Period (net of funding) : 
Servicer Advance Subaccount Draw Amount this Month: 
Cumulative Servicer Advance Subaccount Draw Amount this Remittance 
Period: 

Executed as of this 

-C-35-

day of 

PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE, 
Servicer 

By: 

Name: 
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Title: 
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EXHIBIT D 

FORM OF QUARTERLY SERVICER CERTIFICATE 

Pursuant to Section 4.01(d) (3) of the Servicing Agreement, dated as of 
April 25, 2001 (the "Agreement"), between Public Service Company of New 
Hampshire, as servicer (the "Servicer"), and PSNH Funding LLC, the Servicer does 
hereby certify, for the current Payment Date ( 20[ ]) (the 
"Current Payment Date"), as follows: 

Capitalized terms used herein have their respective meanings as set 
forth in the Agreement. References herein to certain sections and subsections 
are references to the respective sections of the Agreement. 

1. RRB CHARGE COLLECTIONS AND AGGREGATE AMOUNTS AVAILABLE FOR THE CURRENT 
PAYMENT DATE: 

i. 
ii. 
iii. 
iv. 
v. 
vi. 
vii. 
viii. 
IX. 

X. 

xi. 
XII. 
xiii. 
xiv. 
XV. 

xvi. 
xvii. 
XVIII. 

Amount Remitted [Month] [Year] 
Amount Remitted [Month] [Year] 
Amount Remitted [Month] [Year] 
Amount Remitted [Month] [Year] 
Amount Remitted [Month] [Year] 
Amount Remitted [Month] [Year] 
Amount Remitted [Month] [Year] 
Amount Remitted [Month] [Year] 
TOTAL AMOUNT REMITTED FOR THIS PERIOD (SUM OF I. THROUGH 
VIII. ABOVE) : 
Net Earnings on Collection Account: 
Expenses Paid to Date: 
GENERAL SUBACCOUNT BALANCE (SUM OF IX. AND X. ABOVE MINUS XI.): 
Reserve Subaccount Balance 
Overcollateralization Subaccount Balance 
Capital Subaccount Balance 
Interest Reserve Subaccount Balance 
Servicer Advance Subaccount Balance 
COLLECTION ACCOUNT BALANCE (SUM OF XII. THROUGH XVII. ABOVE): 

2. OUTSTANDING PRINCIPAL BALANCE AS OF PRIOR PAYMENT DATE BY TRANCHE: 

3. 

PAGE> 

A) 

i. Class A-1 Principal Balance Outstanding Bond: 
ii. Class A-2 Principal Balance Outstanding Bond: 
iii. Class A-3 Principal Balance Outstanding Bond: 
IV. TOTAL BOND PRINCIPAL BALANCE: 

REQUIRED FUNDING/PAYMENTS AS OF CURRENT PAYMENT DATE 
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PROJECTED PRINCIPAL BALANCES AND PAYMENTS 

Projected 
Principal Balance 

Quarterly 
Principal Due 
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B) 

C) 

i. Class A-1 Bond 
ii. Class A-2 Bond 
iii. Class A-3 Bond 
IV. TOTAL PROJECTED 

PRINCIPAL 
AMOUNT: 

REQUIRED INTEREST PAYMENTS 

i. Class A-1 Bond 
ii. Class A-2 Bond 
iii. Class A-3 Bond 

IV. TOTAL REQUIRED 
INTEREST AMOUNT: 

Bond 
Interest Rate 

Days in 
Applicable Period 

PROJECTED SUBACCOUNT PAYMENTS AND LEVELS 

i. Interest Reserve Subaccount: 
ii. Capital Subaccount: 
iii. Overcollateralization 

iv. 
v. 

Subaccount: 
Servicer Advance Subaccount: 
TOTAL SUBACCOUNT PAYMENTS AND 
LEVELS: 

Subaccount 
Projected 

Level 

4. ALLOCATION OF REMITTANCES AS OF CURRENT PAYMENT DATE PURSUANT TO 
SECTION 8.02(D) OF INDENTURE: 

A) QUARTERLY EXPENSES 

Net Expense Amount (Payable on Current Payment Date) 
i. Trustee Fees and Expenses: 
ii. Quarterly Servicing Fee: 
iii. Quarterly Administration Fee: 
iv. Operating Expenses (subject to $100,000 cap): 

-D-38-
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V. TOTAL EXPENSES: 

B) QUARTERLY INTEREST 

Interest 
Due 
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Funding 
Required 

N/A 

Per $1000 of 
Original 

Aggregate 
Principal Amount 

i 0 Class A-1 Bond 
ii. Class A-2 Bond 
iii. Class A-3 Bond 

IV. TOTAL QUARTERLY INTEREST: 

C) QUARTERLY PRINCIPAL 
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D) 

i. 
ii. 
iii. 

IV. 

OTHER 

Class A-1 Bond 
Class A-2 Bond 
Class A-3 Bond 

TOTAL QUARTERLY 

PAYMENTS 

PRINCIPAL: 

Per $1000 of 
Original 

i. Operating Expenses (in excess of $100,000): 
ii. Funding of Interest Reserve Subaccount (to 

required level) : 
iii. Funding of Capital Subaccount (to required 

amount): 
iv. Funding of Overcollateralization 

Subaccount (to required level): 
v. Deposits to Reserve Subaccount: 
vi. Interest earnings on Capital Subaccount 

Released to Issuer: 
vii. Interest earnings on Servicer Advance 

Subaccount Released to Issuer: 
viii. Operating Expenses Paid From Servicer 

Advance Subaccount at Request of Servicer: 

Aggregate 
Principal Amount 

E) AGGREGATE PAYMENTS PURSUANT TO SECTION 8.02(D) (I) OF INDENTURE 

<PAGE> 
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i. To Trustee: 
ii. To other Persons indemnified under 

Indenture or Fee and Indemnity Agreement: 

5. OUTSTANDING PRINCIPAL BALANCE AND COLLECTION ACCOUNT BALANCE AS OF 
CURRENT PAYMENT DATE (AFTER GIVING EFFECT TO PAYMENTS TO BE MADE ON 
SUCH DISTRIBUTION DATE) : 

A) PRINCIPAL BALANCE OUTSTANDING: 
i. Class A-1 Principal Balance Outstanding Bond: 
ii. Class A-2 Principal Balance Outstanding Bond: 
iii. Class A-3 Principal Balance Outstanding Bond: 
IV. TOTAL BOND PRINCIPAL BALANCE: 

B) COLLECTION ACCOUNT BALANCES OUTSTANDING: 

i. Interest Reserve Subaccount: 
ii. Capital Subaccount: 
iii. Overcollateralization Subaccount: 
iv. Reserve Subaccount: 
v. Servicer Advance Subaccount 
VI. TOTAL SUBACCOUNT AMOUNT: 

6. SUBACCOUNT DRAWS AS OF CURRENT PAYMENT DATE (IF APPLICABLE, PURSUANT TO 
SECTION 8.02(E) OR 8.02(J) OF INDENTURE): 

i. Interest Reserve Subaccount: 
ii. Capital Subaccount: 
iii. Overcollateralization Subaccount: 
iv. Reserve Subaccount: 
v. Servicer Advance Subaccount: 
VI. TOTAL SUBACCOUNT DRAWS: 
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7. SHORTFALLS IN INTEREST AND PRINCIPAL PAYMENTS AS OF CURRENT PAYMENT 
DATE (IF APPLICABLE): 

A) QUARTERLY INTEREST SHORTFALL 

i. Class A-1 Bond 

-D-40-
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ii. Class A-2 Bond 

iii. Class A-3 Bond 

IV. TOTAL QUARTERLY INTEREST SHORTFALL: 

B) QUARTERLY PRINCIPAL SHORTFALL 

i. Class A-1 Bond 

ii. Class A-2 Bond 

iii. Class A-3 Bond 

IV. TOTAL QUARTERLY PRINCIPAL SHORTFALL: 

8. SHORTFALLS IN REQUIRED SUBACCOUNT LEVELS AS OF CURRENT DISTRIBUTION 
DATE: 

i. Interest Reserve Subaccount 

ii. Capital Subaccount 

iii. Overcollateralization Subaccount: 

IV. TOTAL SUBACCOUNT SHORTFALLS: 

IN WITNESS WHEREOF, the undersigned has duly executed and delivered 
this Quarterly Servicer Certificate this day of 

<PAGE> 

<TABLE> 
<CAPTION> 

PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE, 
Servicer 

By: 

Name: 
Title: 

-D-41-

SCHEDULE 4. 01 (a) 

EXPECTED AMORTIZATION SCHEDULE 

OUTSTANDING PRINCIPAL AMOUNT 
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--------------------------------------------------------------------------------
Class Class Class 

Payment Date A-1 A-2 A-3 

------------
'8> <C> <C> <C> 

Closing $75,211,483 $214,649,395 $235,139,122 
11/1/01 57,592,606 214,649,395 235,139,122 

2/1/02 43,797,063 214,649,395 235,139,122 
5/1/02 28,368,117 214,649,395 235,139,122 
8/1/02 20,697,824 214,649,395 235,139,122 

11/1/02 14,392,034 214,649,395 235,139,122 
2/1/03 7,780,415 214,649,395 235,139,122 
5/1/03 (0) 214,649,395 235,139,122 
8/1/03 0 206,917,868 235,139,122 

11/1/03 0 197,869,570 235,139,122 
2/1/04 0 189,598,432 235,139,122 
5/1/04 0 180,590,351 235,139,122 
8/1/04 0 172,246,415 235,139,122 

11/1/04 0 162,796,874 235,139,122 
2/1/05 0 154,148,908 235,139,122 
5/1/05 0 144,473,833 235,139,122 
8/1/05 0 135,568,653 235,139,122 

11/1/05 0 125,605,470 235,139,122 
2/1/06 0 116,266,274 235,139,122 
5/1/06 0 106,175,553 235,139,122 
8/1/06 0 96,723,253 235,139,122 

11/1/06 0 86,167,370 235,139,122 
2/1/07 0 76,211,779 235,139,122 
5/1/07 0 65,563,711 235,139,122 
8/1/07 0 55,515,784 235,139,122 

11/1/07 0 44,346,853 235,139,122 
2/1/08 0 33,748,007 235,139,122 
5/1/08 0 22,498,547 235,139,122 
8/1/08 0 11,818,671 235,139,122 

11/1/08 0 0 235,139,122 
2/1/09 0 0 223,861,093 
5/1/09 0 0 211,970,981 
8/1/09 0 0 200,623,964 

11/1/09 0 0 188,113,319 
2/1/10 0 0 176,150,999 
5/1/10 0 0 163,545,614 
8/1/10 0 0 151,478,734 

11/1/10 0 0 138,246,734 

</TABLE> 
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<TABLE> 
<8> <C> <C> <C> 

2/1/11 0 0 125,549,313 
5/1/11 0 0 112,194,918 
8/1/11 0 0 99,366,197 

11/1/11 0 0 85,367,758 
2/1/12 0 0 71,905,110 
5/1/12 0 0 57,742,177 
8/1/12 0 0 44,103,087 

11/1/12 0 0 29,294,415 
2/1/13 0 0 14,974,162 
5/1/13 0 0 0 

</TABLE> 
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ANNEX I 

SERVICING PROCEDURES 

The Servicer agrees to comply with the following servicing procedures: 

SECTION 1. DEFINITIONS 

(a) Capitalized terms used herein and not otherwise defined herein 
shall have the meanings set forth in the Agreement. 

(b) Whenever used in this Annex I, the following words and phrases 
shall have the following meanings: 
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"Billed RRB Charges" means the dollar amounts billed to customers or 
the Applicable TPS in respect of the RRB Charge, whether billed to customers or 
the Applicable TPS by the Servicer or to customers by a TPS pursuant to a TPS 
Service Agreement. 

"Servicer Policies and Practices" means, with respect to the Servicer's 
iuties under this Annex I, the policies and practices of the Servicer applicable 
~ such duties that the Servicer follows with respect to comparable assets that 

1t services for itself or others, as in effect from time to time and in 
accordance with NHPUC Regulations. The Servicer shall provide ten days' prior 
written notice to the Rating Agencies of any amendment to the Servicer Policies 
and Practices that would adversely affect in any material respect the 
Bondholders. 

SECTION 2. DATA ACQUISITION 

(a) Installation and Maintenance of Meters. Except to the extent that a 
TPS is responsible for such services pursuant to a TPS Service Agreement, the 
Servicer shall cause to be installed, replaced and maintained meters in 
accordance with the Servicer Policies and Practices. 

(b) Meter Reading. In accordance with the Servicer Policies and 
Practices, the Servicer shall obtain usage measurements for each customer; 
provided, however, that the Servicer may determine any customer's usage on the 
basis of estimates in accordance with applicable NHPUC Regulations; and, 
provided, further, that the Servicer may obtain usage measurements from the 
Applicable TPS for customers receiving meter reading services from such TPS if 
the applicable TPS Service Agreement so provides. 

(c) Cost of Metering. The Issuer shall not be obligated to pay any 
costs associated with the metering duties set forth in this Section 2, including 
the costs of installing, replacing and maintaining meters, nor shall the Issuer 
be entitled to any credit against the Servicing Fee for any cost savings 
·ealized by the Servicer or any TPS as a 
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result of new metering and/or billing technologies. 
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SECTION 3. USAGE AND BILL CALCULATION 

The Servicer shall obtain a calculation of each customer's usage (which 
may be based on data obtained from such customer's meter read or on usage 
~stimates determined in accordance with applicable NHPUC Regulations) in 
~cordance with the Servicer Policies and Practices and shall determine 

therefrom Billed RRB Charges; provided, however, that in the case of customers 
served by a TPS pursuant to a TPS Service Agreement, the Servicer may obtain 
usage measurements from the Applicable TPS for customers receiving meter reading 
services from such TPS if the applicable TPS Service Agreement so provides and 
shall determine therefrom Billed RRB Charges. 

SECTION 4. BILLING 

(a) The Servicer shall implement the RRB Charge as of the Closing Date 
and shall thereafter bill each customer or the Applicable TPS for each 
customer's Billed RRB Charges in accordance with the provisions of this Section 
4. 

(b) Frequency of Bills; Billing Practices. In accordance with the 
Servicer Policies and Practices, the Servicer shall generate and issue a Bill to 
each customer, or, in the case of a customer who is being billed by a TPS, to 
the Applicable TPS with respect to such customer's Billed RRB Charges. In the 
event that the Servicer makes any material modification to the Servicer Policies 
and Practices, it shall notify the Issuer, the Trustee and the Rating Agencies 
as soon as practicable, and in no event later than 60 Servicer Business Days 
after such modification goes into effect; provided, however, that the Servicer 
may not make any modification that will materially adversely affect the 
Bondholders. 

(c) Format. 

(i) Each Bill to a customer shall contain a stranded cost recovery 
charge that shall include the RRB Charge owed by such customer for the 
applicable billing period. 

(ii) Each Bill in which the stranded cost recovery charge is listed as 
a line item shall contain a statement (as a footnote) to the effect that all or 
a portion of the stranded cost recovery charge is owned by the Issuer and not 
the Seller. 

(iii) The Servicer shall conform to such requirements in respect of the 
format, structure and text of Bills delivered to customers and TPSs as 
applicable NHPUC Regulations shall from time to time prescribe. To the extent 
that Bill format, structure and text are not prescribed by applicable law or by 
applicable NHPUC Regulations, the Servicer shall, subject to clauses (i) and 
(ii) of this subsection (c), determine the format, structure and text of all 
Bills in accordance with its reasonable business judgment, the Servicer Policies 
and Practices and historical practice. 
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(d) Delivery. Except as provided in the next sentence, the Servicer 
shall deliver all Bills to customers (i) by United States mail in such class or 
classes as are consistent with the Servicer Policies and Practices or (ii) by 

ny other means, whether electronic or otherwise, that the Servicer may from 
ime to time use in accordance with the Servicer Policies and Practices. In the 

case of customers that have elected to be billed by a TPS, the Servicer shall 
deliver all Bills to the Applicable TPSs by such means as are mutually agreed 
upon by the Servicer and the Applicable TPS in the TPS Service Agreement and 
which are consistent with NHPUC Regulations. The Servicer or a TPS, as 
applicable, shall pay from its own funds all costs of issuance and delivery of 
all Bills that it renders, including printing and postage costs as the same may 
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increase or decrease from time to time. 

SECTION 5. CUSTOMER SERVICE FUNCTIONS 

The Servicer or a TPS to the extent provided in the applicable TPS 
=rvice Agreement shall handle all customer inquiries and other customer service 

matters according to the Servicer Policies and Practices. 

SECTION 6. COLLECTIONS; PAYMENT PROCESSING; REMITTANCE 

(a) Collection Efforts, Policies, Procedures. 

(i) The Servicer shall collect Billed RRB Charges from customers and 
TPSs as and when the same become due in accordance with such collection 
procedures as it follows with respect to comparable assets that it services for 
itself or others, including the following: 

(A) The Servicer shall prepare and deliver overdue notices to customers 
and TPSs in accordance with applicable NHPUC Regulations and the Servicer 
Policies and Practices. 

(B) The Servicer shall deliver past-due and shut-off notices in 
accordance with applicable NHPUC Regulations and the Servicer Policies and 
Practices. 

(C) The Servicer shall adhere to and carry out disconnection policies 
and termination of billing by a TPS pursuant to a TPS Service Agreement in 
accordance with RSA 369-B:4, IV, the Finance Order, applicable NHPUC Regulations 
and the Servicer Policies and Practices. 

(D) The Servicer may employ the assistance of collection agents in 
"'.ccordance with applicable NHPUC Regulations and the Servicer Policies and 
ractices. 

(E) The Servicer shall apply customer and TPS deposits to the payment 
of delinquent accounts in accordance with applicable NHPUC Regulations and the 
Servicer Polices and Practices. 

(ii) The Servicer shall not waive any late payment charge or any other 
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fee or charge relating to delinquent payments, if any, or waive, vary or modify 
any terms of payment of any amounts payable by a customer, in each case unless 
such waiver or action: (A) would be in accordance with the Servicer Policies and 
Practices, (B) would not materially adversely affect the Bondholders, and (B) 
would comply in all material respects with applicable law. 

(iii) The Servicer shall accept payment from customers in respect of 
Billed RRB Charges in such forms and methods and at such times and places in 
accordance with the Servicer Policies and Practices. The Servicer shall accept 
payment from TPSs in respect of Billed RRB Charges in such forms and methods and 
at such times and places as the Servicer and each TPS shall mutually agree in 
accordance with the applicable TPS Service Agreement and applicable NHPUC 
Regulations. 

(b) Payment Processing, Allocation, Priority of Payments. The Servicer 
shall post all payments received to customer or TPS accounts as promptly as 
practicable, and, in any event, substantially all payments shall be posted no 
later than one Servicer Business Day after receipt. 

(c) Investment of RRB Charge Payments Received. Prior to remittance on 
the applicable Remittance Date, the Servicer may invest RRB Charge Payments at 
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its own risk and for its own benefit, and such investments and funds shall not 
be required to be segregated from the other investments and funds of the 
Servicer. The Servicer shall be entitled to retain as additional compensation 
any interest earnings on RRB Charge Payments invested by it. 

(d) Calculation of RRB Charge Payments; Remittances. In accordance with 
Section 4.03(a) of the Agreement, the Servicer shall remit to the Trustee for 
deposit in the Collection Account an amount equal to the RRB Charge Payments 
calculated in accordance with the methodology described in Annex II attached to 
the Agreement. 

(e) Remittances. 

(i) The Issuer shall cause to be established the Collection Account in 
the name of the Trustee in accordance with Section 8.02 of the Indenture. 

(ii) The Servicer shall make or cause to be made Remittances to the 
Collection Account in accordance with Section 4.03 of the Agreement. 

(iii) Any change of account or change of institution affecting the 
Collection Account shall not take effect until the Issuer has provided at least 
fifteen (15) Servicer Business Days written notice thereof to the Servicer. 

SECTION 7. TPSs 

In the event a TPS performs services pursuant to a TPS Service 
Agreement, the Servicer shall comply with the procedures set forth in Schedule A 
to this Annex I. 
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SCHEDULE A 

TO ANNEX I 

Additional Servicing Procedures Applicable to TPSs 

1. Establishing TPS Relationship 

In addition to any actions required by the NHPUC or by applicable law, 
for each TPS that is responsible for collecting Billed RRB Charges, the Servicer 
shall take the following steps: 

(a) Maintain adequate records of the payment arrangement 
applicable to such TPS; 

(b) Maintain copies of all customer requests to convert to billing 
by a TPS; 

(c) Verify with the NHPUC that each TPS is licensed to supply 
electricity in New Hampshire; 

(d) Obtain information from the TPS including, but not limited to: 
name, contact, address, telephone facsimile transmission 
number and internet address; 

(e) Maintain and update records of customers to permit prompt 
reversion to dual-billing; 

(f) Maintain estimates of one month's maximum RRB Charge Payments 
for each TPS required to post a bond, letter of credit or cash 
deposit pursuant to the applicable TPS Service Agreement; and 

(g) Comply with credit conditions set out in the Finance Order and 
applicable TPS Service Agreement. 
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2. Monitoring TPS Obligations 

(a) The Servicer shall require each TPS to pay all undisputed and 
all disputed Billed RRB Charges or make a financial 
arrangement for such payment according to the applicable TPS 
Service Agreement; and 

3. 

(b) For all TPSs subject to any remittance option where such TPS 
is liable for all amounts billed in respect of customers 
served thereby regardless of the amounts received therefrom, 
the Servicer shall monitor payment compliance and take all 
actions permitted by the NHPUC and the Finance Order in the 
event of a default in payment. 

Enforcing TPS Obligations 

The Servicer shall promptly take all actions specified by the Finance 
Order with respect to amounts not remitted to the Servicer in accordance with 
the payment terms specified by the Finance Order, in addition to any other 
remedies available at law. 

<PAGE> 
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This SERVICING AGREEMENT, dated as of April 25, 200t, is between PSNH
Funding LLC, a Delaware limited liability company (together with any successor
thereto permitted under the Tndenture, as hereinafter defined, the "Issuer'r),
and PubLic Service Company of New Hampshire, a New Hampshire corporation.

RECTTALS

I¡IHEREAS, pursuant to the Statute and the Finance Order, the Seller and
t.he Issuer are concurrently entering into the Sal-e AgreemenL pursuant to which
the Seller is sel-Ling to the rssuer Ehe RRB Property created pursuant to the
Statute and the Finance Order.

hTHEREAS, in connection with its ownership of the RRB Property and in
order to colLect the RRB Charge, the Issuer desires to engage the Servicer to
carry out. t,he functions described herein. The Servicer current.ly performs
similar functions for itself with respect to its own charges to its customers.
In addition, the fssuer desires to engage the Servicer to act on j-ts behal-f in
obtaining Periodic Adjustments from the NHPUC. The Servicer desires to perform
al-l of these activities on behalf of the fssuer.

NOW, THEREFORE, in consideration of the premises and the mutual
covenants herein contained, the parties hereto agree as follows:

Article l-

DEFTNITIONS

Section l-.01. Definitions. Whenever used in this Agreement, the
following words and phrases shall- have the following meanings:

IrAdvice Letterlt means any filing made with the NHPUC by the Servicer on
behaff of the Issuer to set or adjust the RRB Charge, including the Issuance
\dvice Letter, a Routine Semiannual True-Up LetÈer, a Routine True-Up Letter or
I Non-Routine True-Up Letter.

'tAgreemenLt' means this Servicing Agreement, together with aII Exhibits,
Schedules and Annexes hereto, as the same may be amended and supplemented from
time to time.

'rAnnual Accountantls Report" has the meaning set forth in Section 3.04.
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"Applicable TPS" means, \^rith respect to each customer, the TPS, if any,
billing the RRB Charge to that customer.

"Billsrr means each of the regular monthly bil1s, summary bil-l-s and
,t.her bills issued to customers or TPSs by Publ-ic Service Company of New

Hampshire on its own behalf and in its capacity'as Servicer.

"Certificate of Compliance" has the meaning set forth in Section 3.03.

"Closing Date" means Apri-l 25 200I .

I'Expected Amortization Schedule" means Schedule 4.01-(a) hereto.

"Finance Order" means the order of the NHPUC, DE 99-099, issued on
Sept.ember 8, 2000 (Order No. 23,550).

"Indemnified Persontrhas the meaning assígned to such term in Section
6.02.

-4-
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rrrnsolvency EventI' means, \^¡it.h respecL to a specified Person, (a) the
filing of a decree or order for rel-ief by a court having jurisdiction in the
premises in respect of such Person or any substantial part of its property in an
involuntary case under any applicable Federal or state bankruptcy, insolvency or
other símilar law now or hereafter in effect, or appointing a receiver,
liquidator, assignee, custodian, trustee, sequestrator or similar official for
such Person or for any substantial part of its property, or ordering the
winding-up or liquidation of such Person's affairs, and such decree or order
ihal1 remain unstayed and in effect for a period of 60 consecutive days; or (b)
che commencement by such Person of a voluntary case under any applicable Federal
or state bankruptcy, insoLvency or other simil-ar l-aw now or hereafter in effect,
or the consent by such Person to the entry of an order for relief in an
invol-untary case under any such 1aw, or the consent by such Person to the
appointment of or taking possession by a receiver, liquidator, assignee,
custodian, trusÈee, sequestrator or simiLar official for such Person or for any
substantial part of its property, or the making by such Person of any general
assignment for the benefit of credit,ors, or the failure by such Person generally
to pay its debts as such debts become due.

"Indenturetrmeans the Indenture dated as of the date hereof between the
Issuer and the TrusLee, as the same may be amended and supplemented from tíme Èo
t.ime.

rrÏssuerrrhas the meaning set forth in the preamble to this Agreement.

rrfssuance Advice Letter" means the initial Issuance Advice Letter,
dated April 23, 200L, filed \Àrith the NHPUC pursuant to the Finance order.

"Lien" means a security interest, lien, charge, pledge or encumbrance
of any kind.

rrl,ossesrr has the meaning assigned to that term in Section 6.02 (b) .

"Monthly Servicer Certificate" has the meaning assigned to that term in
9ection 4.01-(d) (2).

INHPUCÌ means the New Hampshire Public Utilities Commission and any
successor thereto.

"NHPUC Regulations'r means all regulations, ru1es, tariffs and laws
applicable Lo public utilities or TPSs, as the case may be, and promulgated by,
enforced by or otherwise within the jurisdict.ion of the NHPUC.
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"Non-RouLine Periodic Adjust.ment." has the meaning set forth in Section
4.01(c) (1) .

"Non-Routine True-Up Let.tertt means a letter filed wit.h the NHPUC in
ccordance with the Finance Order with respect to any Non-Routine Periodic

Adjustment., pursuant to which the related Non-Routine Periodic Adjustment will
become effective wj-thin 60 days after filing of the Non-Routine True-Up Letter,
subject to the review and approvaL of the NHPUC.

"Officer's Certificate" means a certificate of the Servicer signed by a
Responsible Officer.

"opinion of Counsel" means one or more written opinions of counsel who
may be an employee of or counsel- to the party providing such opinion(s) of
counsel, which counsel sha1l be reasonably acceptable to the parLy receiving
such opinion(s) of counsel.

"Periodic Adjustmentrr means each adjustment to the RRB Charge made
pursuant to the Lerms of the Finance Order and in accordance with Section 4.01
hereof.

"Principal Balancett means, as of any Pal¡ment Date, the sum of the
outstanding
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principal amount of the Bonds.

I'Projected Principal Bal-ancerr means, as of any Pa)¡ment Date, the sum of
che projected outstanding principal amount of the Bonds for such Pa)¡ment Date
set forth in the Expected Amortization Schedule.

"QuarterLy Servicer Certificaterr has the meaning assigned to that term
ín Section 4.01-(d) (3).

"Remittancel' means each remittance pursuant to Section 4.03 of RRB
Charge Pa)¡ments by the Servicer to the TrusLee

'tRemittance DaterI means each Servicer Business Day on which a
Remittance is to be made by the Servicer pursuant Lo Section 4.03.

"Remittance Periodrl means, in each year, each successive six-month
period commencing on April 25 and ending on October 24 and commencing on October
25 and endíng on April 24; provided, however, that the initial Remittance Period
shall commerìce on the Closing Date and end on OcLober 24,2001.

rtReguired Debt Servicerl means, for any Remittance Period, the total
dolfar amount calculated by the Servicer in accordance with Section 4.01 (b) (1)
as necessary to be remitted to the Col-lection Account during such Remittance
Period (after giving effect to (a) the allocation and dístribution of amounts on
deposit in the Reserve Subaccount at the ti-me of calcuLation and which are
avai]ab]e for paymenLs on the Bonds, (b) any shortfaLLs in Required Debt Service
for any prior Remittance Period and (c) any Remittances based upon the RRB
Charge in effect in the prior Remittance Period that are expected to be realized
i.n such Remitt.ance Period) in order to ensure t.hat., as of the Payment Date
rinmediat,el-y followi-ng the end of such period, (i) aLL accrued and unpaid

int.erest on the Bonds then due shaLl have been paid in full, (ii) the Principal
Balance of the Bonds is equal to the Projected Principal Balance of the Bonds
for that Pa)¡ment Date, (iii) the balance on deposit in the fnterest Reserve
SubaccounL eguals the aggregate Required InteresL Reserve Leve1, (iv) the
balance on deposit in the Capital Subaccount equals the aggregate Required
Capital Level, (v) the balance on deposit in the overcoflateralization
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Subaccount eguals the aggregate Required Overcollateralization Level and (vi)
alL other fees, expenses and indemnities due and owing and required or allowed
to be paid under Section 8.02 of the Indenture as of such date shaI1 have been
paid in fufl,'provided, however, that, with respect to any Periodic Adjustment
occurring after the last Scheduled Maturity Date for any Bonds, the Required
ebt Service shall be calculated to ensure that sufficient amounLs will be

collected to retire such Bonds in fu]] as of the earlier of (x) t,he next Payment
Date and (y) the Fina1 Maturity Date for such Bonds.

I'Responsible Officerrr means the chief executive officer, the president,
the chairman or vice chairman of t,he board, the any vice president, the
treasurer, âDy assistant treasurer, Ehe secreLary, the c1erk, any assistant
secretary, and assistant clerk, the controLler or the finance manager of the
Servicer,

"Retirement of the Bondsrrmeans the day on which the fina1 payment is
made to the Trustee in respect of the last outstanding Bond.

"Routine Semiannual True-Up Letter" means a letter filed with the
NHPUC, substantially in t,he form of Exhibit B hereto, not later than 30 days
prior t.o April 25 and October 25 in each year, in respect of a semiannual
Periodic Adjustment. Absent
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manifest error in the Routine Semiannual True-Up Letter, the resulting upward or
downward adjustments to the RRB Charge will be effective on the ensuing April 25
or Oct,ober 25.

I'Rout.ine True-Up Lettertr means a letter filed with the NHPUC,
substantially in the form of Exhibit B hereto, as frequently as monthly, in
respect of a Periodic Adjustment. Absent manifest error in the Routine True-Up
Letter, the resul-ting upward or downward adjustments to the RRB Charge will be
effective immediately upon the filing of such Routine True-Up Letter.

"RRB ChargerÌ means the portion (which may become all) of the Sell-er's
"stranded cost recovery charge" designated pursuant to the Fj-nance Order and RSA
369-B:2, XIII as the RRB Charge, as Èhe same may be adjusted from time to time
as provided in the Finance Order.

IÌRRB Charge CollecLionsllmeans the RRB Charge Pa)¡ments remitted Lo the
Col-l-ection Account.

"RRB Charge Paymentsrr means the actual- payments received by the
Servicer, directly or indirectly (including through a TPS), from or on behalf of
customers, multíp1ied by the percentage of such coLlections which is calculated
in accordance with Annex fI hereto to have been received in respect of the RRB
Charge.

"RRB Propertyrr means the RRB Property that exists under Approval Nos.
20 to 22 of the Finance Order and is sold by the Seller t.o the Issuer under t.he
Sale Agreement.

"RRB Property Records" has the meaning assigned to that term in Section
5.01.

' rSal-e Agreementil means Ehe Purchase and Sale Agreement dated as of the
date hereof between PubLic Service Company of New Hampshire, as Se1ler, and the
Issuer, as the same may be amended and supplemented from time to time.

rrSeller'r means Public Service Company of New Hampshire, a New Hampshire
corporation, and its permitted successors and assigns under the Sale Agreement.
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7.01-.

"Servicerrr means Pub1ic Service Company of New Hampshire, as the
servicer of the RRB Property, or each successor (in the same capacity) pursuant
to Section 6.04 or Section 7.02.

rServicer Business Day" means any Business Day on which the Servicer's
ffices in the State of New Hampshire are open for business.

"servicer Defau1tIr means an event specified in Section 7.01.

"Servicing Feet' has the meaning set forth in Sect.ion 6.05 (a) .

rrStatute'r means RSA Chapter 369-8.

"Termination Notice" has the meaning assigned to that term in Section

rrTPSrr means a third party supplier of energy who has entered into a TPS
Service Agreement with the Servicer.

'ITPS Service AgreemenLtr means an agreement between a third party
supplier of energy and the Servicer pursuant to which such third party supplier
of energy bills and collects the RRB Charge to and from customers in accordance
with NHPUC Regulations, the Finance Order and the guidelines described in
Schedul-e A to .Annex I.

Section 1.02. Other Definitional Provisions.

(a) capitalized terms used herein and not otherwise defined herein
have the meanings assigned to them in the Indenture.

(b) All terms defined in this Agreement shal1 have the defined
meanings
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when used in any certificate or other document made or delivered pursuant hereto
unless otherwise defined therein.

(c) The words "hereof , t' ttherein,rr Irhereunder" and words of similar
import, when used in this Agreement, shall refer to this Agreement as a whole
and not to any particular provision of this Agreement,. Section, Schedule,
Exhibit and Annex references contained in this Agreement are references to
Sections, Schedules, Exhibit,s and Annexes in or to this Agreement unless
otherwise specified,' and the t,erm "including" sha11 mean 'tincluding without
limitation. "

(d) The definitions contained in this Agreement are applicab]e to
the singular as well as the plura] forms of such terms and to the masculine as
well as to the feminine and neuter forms of such terms.

Article 2

APPOINTMENT AND AUTHORIZATTON

Section 2.0t. Appointment of Servicer,' Acceptance of Appointment.
-s,ubject to Section 6.05 and Article 7, the Issuer hereby appoints the Servicer,
Jha tfre Servicer hereby accepts such appointment, to perform the Servicer's
obligations pursuant to this Agreement on behalf of and for the benefit of the
Issuer or any assignee thereof in accordance with the terms of this Agreement
and applicable law. This appointment and the Servicer's acceptance Lhereof may
not be revoked except in accordance with the express terms of this Agreement.

Section 2.02. Authorization. with respect to all- or any portion of the
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RRB Property, the Servicer shaII be, and hereby is, authorized and empowered by
Lhe Issuer to (a) execute and deliver, on behalf of itself and,/or the Issuer, as
the case may be, any and all- instruments, documents or notices, and (b) on
behalf of itself and/or the rssuer, as the case may be, make any filing and
oarticipate in proceedings of any kind with any governmental authorities,
rncluding hrith the NHPUC. The rssuer shall- execute and/or furnish the Servicer

with such documents as have been prepared by the Servicer for execution by the
rssuer, and with such other documents as may be in the Issuer's possession, as
the Servicer may determine to be necessary or appropriate to enable it to carry
out its servicing and administrative dut,ies hereunder. Upon the Servicerrs
written request, the Issuer shall furnish the Servicer with any powers of
attorney or other documents necessary or appropriat,e to enable the Servicer to
carry out its duties hereunder.

Section 2.03. Dominion and Control Over the RRB Property.
Not.withstanding any other provision herein, the Issuer shall have dominíon and
conLrol over the RRB Propert.y, and the Servicer, in accordance with the terms
hereof, is acting so1ely as the servicing agent and custodian for the Issuer
with respect Lo the RRB Propert.y and the RRB Property Records. The Servicer
sha1l not take any act.ion that is not authorized by this Agreement or that sha]I
impair the rights of the Issuer or the Trustee in the RRB Property, in each case
unl-ess such action is required by applicable 1aw.

Article 3

BILLING SERVICES

Section 3.01-. Duties of Servicer. The Servicer, as agenÈ for the
Issuer, shal-1 have
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the foLlowing duties:

(a) Dut.ies of Servicer Generally.

(1) ceneraf Duties. The Servicer's duties in general shall include
management, servicing and administration of the RRB Property; obtaining meter
reads, calculating electricity usage (including usage by customers of any TPS),
bi1ling, collection and posting of alL payments in respect of the RRB Property;
responding Lo inguiries by customers, the NHPUC, or any federaf, local or other
state governmental authorit.íes with respect to the RRB Property,' delivering
Bil1s to cusLomers and TPSs, invest.igating and handling delinquencies,
processing and depositing collections and making periodic remittances;
furnishing periodic reports to the Issuer, the Trustee and the Rating Agencies;
and taking all necessary acÈion in connection with Periodic AdjustmenLs as set
forth herein. Certain of the duties set forth above may be performed by TPSs
pursuant to TPS Service Agreements. Without limiting the generality of this
Section 3.01-(a) (1), in furtherance of the foregoing, the Servicer hereby agrees
that it shall also have, and shall comply with, the duties and responsíbilities
relating to data acquisition, usage and bill calculation, bi11ing, customer
service funct.ions, collection, payment processing and remittance set forth in
Arìnex I hereto.

(2) NHPUC RegulaÈions Control. Notwithstanding anything to the
lontrary in this Agreement, the duties of the Servicer set forth in this

Agreement sha11 be qualified in their entirety by any NHPUC Regulations as in
effect at the time such duties are to be performed.

(b) Reporting Functions.

(1) Notification of Laws and Regulations. The Servicer shaLL
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promptly notify the Issuer, the Trustee and the Rating Agencies in writing of
any laws or NHPUC Regulations hereafter promulgated that. have a maLerial adverse
effect on the Servicer's ability to perform its duties under this Agreement.

(2) Other Information. Upon the reasonable request of the Issuer,
he Trustee or any Rat,ing Agency, the Servicer shalL provide to such Issuer,

Trustee or t,he Rating Agencies, as the case may be, any public financial
informat,ion in respect of the Servicer, or any material information regarding
the RRB Property to the extent it is reasonably available to the Servicer, as
may be reasonably necessary and permít.ted by 1aw for the Issuer, the Trustee ,

or the Rating Agencies to monitor the Servicer's performance hereunder.

(3) Preparation of Reports to be Filed i^¡ith the SEC. The Servicer
shalL prepare or cause to be prepared any reports reguired to be filed by the
Issuer under the securities 1aws, including a copy of each Quarterly Servicer
Certificate described in Section 4.01(d) (3), the annual Certificate of
Compliance described in Section 3.03 and the Annual Accountant's Report
described in Section 3.04.

Section 3.02. Servicing and Maintenance Standards. On behalf of the
Issuer, the Servicer sha11 (a) manage, service, administer and make coLlecLions
in respect of the RRB Property with reasonable care and in accordance with
applicable law, including all applicable NHPUC Regulations and guidelines, using
the same degree of care and diligence that the Servicer exercises with respect
to similar assets for its owr¡ account and, if applicable, for others; (b) follow
customary standards, policies and procedures for the industry in performing its
duLies as Servicer,' (c) use alI reasonable efforts, consisLent
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with its cusLomary servicing procedures, to bill and collect the RRB Charge,' (d)
file all filings under the applicable Uniform CommerciaL Code or the Statute
necessary or desirabLe to maintain the perfected ownership interest and security
interest of the Issuer and the Trustee in the RRB Property; and (e) comply in
all material. respects \./ith all laws and regulations applicable to and binding on
it, relating to the RRB Property. The Servicer shafl- follow such customary and
usual practices and procedures as it shaLl- deem necessary or advisable in its
servicing of all or any portion of the RRB Property, which, in the Servícer's
judgment, ffiây include the taking of 1ega1 action, at the fssuer's expense.

Section 3.03. Certificate of Compliance. The Servicer shall deliver to
the Issuer, the Trustee and the Rating Agencies orr or before March 31 of each
year, commencing March 31, 2002 Eo and incl-uding the March 3l- succeeding the
Retirement of the Bonds, an Officer's Certificate substantially in the form of
Exhibit A heret.o (a "Certif ícate of Compliance't) , stating that,: (i) a review of
the activities of the Servicer during t.he twelve months ended the preceding
December 31 (or, in the case of the first Certificate of Compliance to be
delivered on or before March 31, 2002, the period of Lime from the daËe of this
Agreement until December 31, 2001) and of its performance under this Agreement
has been made under such Responsible Officer's supervision, and (ii) Lo such
Responsibl-e Officer's knowLedge, based on such review, the Servicer has
fu1filled al-l of its obligations in all material- respects under this Agreement
throughout such twelve months (or, in the case of the Certificate of Compliance
to be delivered on or before March 31, 2002, the period of time from the date of
this Agreement until- December 31, 2001), ot, if there has been a default in the
'uLfil-lment of any such material obligation, specifying each such material
efault known to such Responsible Offj-cer and the nature and status thereof.

Section 3.04. Annual Report by Independent Public Accountants.

(a) The Servicer, at the Issuerrs expense, sha11 cause a firm of
independent certified publíc accountanLs (which may provide other services Lo
the Servicer) Lo prepare, and the Servícer shal] deliver to the Issuer, the
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Trustee and the Rating Agencies, a report addressed to the Servicer (the t'Annual
Accountant's Report"), which may be included as part of the Servicer's customary
auditing activities, for the information and use of the Issuer, the Trustee and
the Rating Agencies, on or before March 31 each year, beginning March 31, 2002
to and including the March 31 succeeding the RetiremenÈ of the Bonds, to the
ffect that such firm has performed certain procedures, agreed between the

Servicer and such accountants, in connection q¡ith the Servicerrs compliance with
its obligations under this Agreement during the preceding twelve months ended
December 31 (or, in the case of the first Annual Accountant's Report to be
delivered on or before March 3L, 2002, the period of time from the date of this
Agreement until December 31, 2001), identifying the resuLts of such procedures
and including any exceptions noted.

(b) The AnnuaL Accountant's Report shall aLso indicate that the
accounting firm providing such report is independent of the Servicer within the
meaning of the Code of Professional Ethics of the American InstituLe of
Certified PubLic AccountanLs.

Article 4

SERVTCES RELATED TO PERIODTC ADJUSTMENTS,.
REMTTTANCES

_10_
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Section 4.01. Periodic Adjustments. From time to time, until the
Ret.irement of the Bonds, the Servicer shal-L identify the need for Periodic
Adjustments and shall- take all reasonabLe action to obtain and implement such
eriodic Adjustments, aLL in accordance with the following:

(a) Expected Amortization Schedule. The Expected Amortization Schedule
is attached hereto as Schedule 4.01 (a) .

(b) Routine Periodic Adjustments and Semiannual Filings.

(1) Routine Semiannual Periodic Adjustments and Filings. For the
purpose of preparing a Routine Semiannual True-Up Letter, the Servicer shall:
(A) update the assumptions underlying the cafculation of the RRB Charge,
including energy usage volume, the rate of charge-offs and estimated expenses
and fees of the Issuer to the extent not fixed, for the Remittance Period
beginning on April 25 or October 25 (whichever is next. t,o occur) of each year,'
(B) determine the Required Debt Service for such RemíLtance Period based upon
such updated assumptions; and (C) determine the RRB Charge to be charged during
such Remittance Period based upon such Required Ðebt Service. The Servicer sha11
fíle a Routine Semiannual True-Up Letter with the NHPUC no later than 30 days
prior to April 25 and October 25 of each year.

(2) Routine Periodic Adjustments. The Servicer shafl file a Routine
True-Up l,etter at least 15 days before the end of any calendar month, at each
such time as the Servicer may reasonably determine is necessary to meet the
Required Debt Service for the then current Remittance Period.

(3) The Servicer shalL take aL1 reasonabLe actions and make alL
reasonable efforts to secure any Periodic Adjustments.

(c) Non-Routine Periodic Adjustments.

(1) Whenever the Servicer determines that the existíng modef for
calculating the RRB Charge should be amended or revised, subject to the consenL
of the Issuer under the conditions set forth in Section 3.L8 of t.he Indenture,
the Servicer sha1l fil-e a Non-Routine True-Up Letter with the NHPUC designat,ing
the adjustments to such modeL and any corresponding adjustmenLs to the RRB
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Charge (col1ectiveIy, a rrNon-Routine Periodj-c Adjustment"), subject to the
review and approval of the NHPUC pursuant to the Finance Order.

Q) The Servicer shall take aLL reasonable acLions and make all
.:easonable efforts to secure any Non-Routine Periodic Adjustments.

(3) The Servicer shal-l- implement any resulting adjustments to the model
and any resulting revised RRB Charge as of the effective date of the Non-Routine
True-Up Letter.

(d) Reports.

(1) Notification of Advice Letter Filings and Periodic Adjustments.
l¡ihenever the Servicer fil-es an Advice Let.ter with the NHPUC, the Servicer shaLl
send a copy of such filing to the Issuer, the Trustee and the Rat.ing Agencies
concurrently therewith. If any Periodic Adjustment requeseed in any such Advice
Letter filing does not become effective on the applicable date as provided by
the Finance Order, the Servicer sha11 notify Lhe Issuer, the Trustee and the
Rating Agencies by the end of the second Servicer Busj-ness Day after such
applicable date.

(2) Monthly Servicer Certificate. So long as any Bonds are

-1L-
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outstanding, not. later than fifteen (15) days after the end of each month after
the Bonds are issued (excluding April, 2001), or if such day is not a Servicer
Business Day, t.he next succeeding Servicer Business Day, the Servicer shal-L
.leliver a written report substantially in the form of Exhibit C hereto (the
ii"tonthly Servicer Certif icate") to the Issuer, the Trustee and the Rating

Agencies.

(3) Quarterly Servicer Cert.ificate. So long as any Bonds are
outstanding, not Later than 11:00 a.m. (New York City time) on the Servicer
Business Day immediat.ely preceding each Payment Date, the Servicer sha11 deliver
a written report substant.ially in the form of Exhibit D hereto (the "Quarterly
Servicer Certificate") to t,he Issuer, the Trustee and the Rating Agencies.

(4) TPS Reports. The Servicer shal-l- provide to the Rating Agencies,
upon request, any publicly available reports filed by the Servicer with the
NHPUC (or otherwise made publicly avail-able by the Servicer) relating to TPSs
and any other non-confidenLial and non-proprietary information refating to TPSs
reasonabl-y reguest.ed by the Rating Agencies.

(e) Uniformity of RRB Charge. The Servicer shaLl not take any action to
implement any Periodic Adjustment that wouLd cause the RRB Charge to vary among
customer classes unless the Rating Agency Condit.ion shall have been satisfied.

Section 4.02. l,imitation of Liability.

(a) The Issuer and the Servicer expressly agree and acknowledge that:

(1) Tn connection with any Periodic Adjustment, the Servicer is acting
so1e1y in its capacity as the servicing agent hereunder.

(2) Neither the Servicer nor the Tssuer shall be responsible in any
anner for, and shaLl have no liability whatsoever as a result of, any action,

decision, ruling or other determination made or not made, or any delay (other
than any delay resulting from the Servicer's faiLure to fife for Periodic
Adjustments or Non-Routine Periodic Adjustments required by Section 4.0i- in a
timely and correct manner or other material breach by the Servicer of its duties
under this Agreement that materially and adversely affects any Periodic
Adjustments or Non-Routine Periodic Adjustments), by the NHPUC (or, in
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connection with any Non-Routine Periodic Adjust.ment, by the Rating Agencies) in
any way relat.ed to the RRB Property or in connection with any Periodic
Adjustment or Non-Routine Periodic Adjustment, the subject of any filings under
Section 4.01-, any proposed Periodic Adjustment or Non-Routine Periodic
Adjustment., or the approval of the RRB Charge and the adjustments thereto.

(3) The Servicer sha1l have no liability whatsoever rel-ating to the
calculation of the RRB Charge and the adjustments thereto (including any
Non-Routine Periodic Adjustment), incl-uding as a result of any inaccuracy of any
of the assumptions made in such caLculation regardíng expected energy usage
volume, the rate of charge-offs, estimated expenses and fees of Lhe Issuer, so
long as the Servicer has not acted in a negligent manner in connection
therewith/ nor sha11 the Servicer have any liability whatsoever as a result of
any Person, including the Bondholders, noL receiving any pa)¡ment, amount or
return anticipated or expected in respect of any Bond generally, except only to
the ext.ent that the Servicer is liable under Section 6.02 of this Agreement.

(b) Notwithstanding the foregoing, this Section 4.02 sha11 not relieve
the Servicer of any liability under Section 6.02 for any misrepresentation by
t,he Servicer
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under Section 6.0l- or for any breach by the Servicer of its obligations under
this Agreement.

Section 4.03. RemitÈances.

(a) Pursuant to the remittance methodology more fulIy described in
nnex fI hereto, starting with collections that are received on the first

Servicer Business Day that is at leasÈ 45 days after the first day on which
Public Service Company of New Hampshire imposes the RRB Charge, the Servicer
will remit to the Trustee on each Servicer Business Day, within two Servicer
Business Days after receipt, by wire transfer of immediately available funds to
the General Subaccount of Lhe Collection Account, an amount equal to Lhe RRB
Charge Pa)¡ments (as cal-culated in accordance with Annex II hereto) received on
such Servicer Business Day and on any prior day that was not a Servicer Business
Day for which a Remittance has not previously been made. Prior to or
simuLtaneous with each Remittance to the General Subaccount of the CoLfection
Account pursuant to this Section, the Servicer shal1 provide writ,ten notice to
the Trustee of each such Remittance (including the exact do11ar amount to be
remitted) .

(b) The Servicer may elect to make Remittances Less frequently Lhan on
a daily basis, and sha11 be permitted to do so, but. in any event shalI make
Remittances within one calendar month of collection Lhereof, provided that the
Servicer sha11 send written notice of such election to the Issuer and the
TrusLee, together with (i) an Officer's Certificate stating that no Servicer
Default has occurred and is continuing under this Servicing Agreement, (ii)
evj-dence that the Rating Agency Condition has been satisfied, (iii) evidence of
the delivery by the Servicer to the Issuer or the Trustee, as applicabfe, of any
credit enhancement which may be required by the Rating Agencies in connection
therewith in form and substance satisfact.ory Lo the Issuer and the Trustee, as
applicable, the cost of which credit enhancement shall be borne solely by the
Servicer, and (iv) an executed copy of any appropriate amendmenL hereto or to
',he IndenLure or any other Basic Agreement as reasonably requested by the
.ervicer, the Issuer or the Trustee in connection therewith.

(c) The Servicer agrees and acknowledges that ít wíIl remit RRB Charge
Pa)¡menÈs in accordance with this Section 4.03 without any surcharge, fee,
offset, charge or other deduction except for fate fees permit.ted by Section
6.06.
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Articl-e 5

THE RRB PROPERTY

SecLion 5.01. Custody of RRB Property Records. To assure uniform
.uality in servicing the RRB Property and to reduce administrative costs, the
Issuer hereby revocably appoints t.he Servicer, and the Servicer hereby accepts
such appointment, to act as the agent of the Tssuer and the Trustee as custodian
of any and all documents and records that the Servicer shal-l keep on file, in
accordance with its customary procedures, relating to the RRB Property,
including copies of the Finance Order and Advice Letters relating thereto and
all documents fil-ed with the NHPUC in connection with any Periodic Adjustmen¡ or
Non-Routine Periodic Adjustment and computational records rel-ating thereto
(collective1y, the "RRB Property Records"), which are hereby constructively
delivered to the Trustee, as pledgee of the Issuer with respect to all RRB

Property.

Section 5.02. Duties of Servicer as Custodian.

-13-
<PAGE>

(a) Safekeeping. The Servicer shall hold the RRB Property Records on
behalf of the Issuer and the Trustee and maintain such accurate and complete
accounts, records and computer systems pertaíning to the RRB Property Records on
behalf of the fssuer and the Trustee as sha11 enable the Issuer to comply with
this Agreement and the Indenture. In performing its duties as custodian Èhe
Servicer sha1l act wiLh reasonabfe care, using that degree of care and diligence
that the Servicer exercises with respect to comparable assets that the Servicer
services for itself or, if applicable, for others. The Servicer shaLl promptly
.eport to the Issuer and the Trustee any failure on i-ts part to hold the RRB

Property Records and maintain its accounts, records and computer systems as
herein provided and promptly take appropriate action to remedy any such failure.
Not.hing herein shall- be deemed to require an initiaL revie\^/ or any periodic
review by the Issuer or the TrusLee of the RRB Property Records. The Servi-cerrs
duties to hold Èhe RRB Property Records on behalf of the Issuer set forth in
this Section 5.02, to the extent such RRB Property Records have noL been
previously transferred to a successor Servicer pursuant to Article 7, shal1
terminate one year and one day after the earlier of the date on which (i) the
Servicer is succeeded by a successor Servicer in accordance with Article 7 and
(ii) no Bonds are outstanding.

(b) Maintenance of and Access to Records. The Servicer shall maintain
at all t.imes records and accounts that permit the Servicer to identify RRB

Charges bil1ed. The Servicer shall maintain the RRB Property Records in
Manchester, New Hampshire, Berlin, Connecticut or at such other office in the
United States as sha11 be specified to the fssuer and the Trustee by written
not,ice at least 30 days prior to any change in l-ocation. The Servicer shafl make
available for inspection Eo Lhe fssuer, Lhe Trustee, the NHPUC or their
respective duly authorized represent.atives, attorneys or audiÈors the RRB
Property Records at such times during normal business hours as the Issuer, the
Trustee or the NHPUC shall reasonably request and which do not unreasonably
interfere with the Servicer's normal operations. Nothing in this Section 5.02(b)
shal-1 affect the obligation of the Servicer to observe any applicable law
(including any NHPUC Regulations) prohibiting disclosure of information
regarding the customers, and the failure of the Servicer to provide access to
iuch information as a result of such obfigation sha1l noL constitute a breach of
his Section 5.02 (b) .

(c) Release of Documents. Upon instruction from the Trustee in
accordance with the Indenture, the Servicer shafl- release any RRB Property
Records to the Trustee, the Trustee's agent or the TrusLee's designee, as the
case may be, at such place or places as the Trustee may designate, as soon as
practicable.
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(d) Defending RRB Property Against Claims. The Servicer shall- institute
any action or proceeding necessary to compel performance by the NHPUC or the
State of New Hampshire of any of their obligations or duties under the Statute,
Lhe Finance Order or any Advice Letter, and the Servicer agrees to take such
:egal or administ.rative actions, incl-uding defending againsL or instituting and

pursuing lega1 actions and appearing or testifying at hearings or similar
proceedings, as may be reasonably necessary to block or overturn any attempts to
cause a repeal of, modification of or supplement to the Statute or the Finance
Order or the rights of holders of RRB Property by executive acLion, legislative
enactment or constitutional- amendmenL or (if such means become available in the
future) referendum or initiative petition that wou1d be adverse to Bondholders,
the
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Issuer or the Trustee. The costs of any such action shall be payable from RRB

Charge Collections as an Operating Expense in accordance with the priorities set
forLh in Section 8.02(d) of the Indenture. The Servicer's obligations pursuant
to this Section 5.02 shall survive and continue notwithstanding the fact that
the payment of Operating Expenses pursuanL to Section 8.02 (d) of the Indenture
may be delayed, it being understood that the Servicer may be required to advance
its own funds to sat.isfy its obligations hereunder. If the Servicer must íncur
costs to satisfy its obligations hereunder and is required hereunder to advance
its own funds with respect to such costs but is unable to do so, the Servicer
shal1, in accordance with the provisions of Section 8.02(J) of the Indenture,
make written request to t.he Trustee to pay such costs from amounts on deposit in
the Servicer Advance Subaccount. Amounts so paid by the Trustee from amounts on
deposit in the Servicer Advance Subaccount in accordance with the provisions of
lectíon 8.02 (j ) of the Indenture shal] remain payable as Operating Expenses

advanced by the Servicer in accordance with this Section 5.02 (d) and Section
8.02 (j ) of the Tndenture.

Section 5.03. Inst.ructions; Authority to Act. For so long as any Bonds
remain outstanding, the Servicer shal1 be deemed Lo have received proper
inst.ructions with respect to the RRB Property Records upon ius receipt of
written instructions signed by a Responsíb1e Officer (as defined in the
Indenture) of the Trustee.

Section 5.04. Effective Period and Termination. The Servicer's
appointment as custodian shall become effective as of the CLosing Date and sha11
continue in full force and effect until terminated pursuant to Lhis Section
5.04. If any Servicer shaLl- resign as Servicer in accordance wiLh the provisions
of this Agreement or if all of the rights and obligations of any Servicer shalL
have been Lerminated under Section 7.0!, the appoj-ntment of such Servicer as
custodian shal-1 terminate upon appointment of a successor Servicer, subject to
the approval of the NHPUC, and accepLance by such successor Servicer of such
appointment.

Section 5.05. Monitoring of Third Party Suppliers. From time to time,
until the Retirement of the Bonds, the Servicer shall-, using the same degree of
care and diligence that it exercises with respect to payments owed Lo it for its
own accounÈ, implement such procedures and policies as are necessary to properly
enforce the obligations of each TPS to remit RRB Charges, in accordance with the
terms and provisions of the Finance Order, the TPS Service Agreement and
lchedule A to Annex I heret.o.

ArticLe 6

THE SERVTCER

Section 6.01. Representations and Warranties of Servicer. The Servicer
makes the following representations and warranties, as of the Closing Date, on
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which the Issuer is deemed to have relied in entering into this Agreement
relating to the servicing of the RRB Property.

(a) organization and Good Standing. The Servicer is duly organized and
.¡a1idly existing as a corporation in good sLanding under the laws of the State
f New Hampshire, with the requisite corporate po\^¡er and authority to own its

properties as such properties are currently owned and to conduct its business as
such business is now conducted by it, and has the requisite corporaEe power and
authorit.y Lo service the RRB Property and to hold the RRB Property Records as
custodian.
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(b) Due Qualification. The Servicer is duly qualified to do business as
a foreign corporation in good standing, and has obtained all necessary licenses
and approvals, in all jurisdictions in which the ownership or Lease of property
or t.he conduct of its business (including the servicing of the RRB Property as
required by this Agreement) shalI require such qualificat.ions, licenses or
approvals (except where the failure to so qualify or obt.ain such licenses and
approvals wouLd not be reasonably 1ike1y to have a material adverse effect on
the Servicerrs business, operations, assets, revenues or properties or adversely
affect the servicing of the RRB Property).

(c) Power and Authority. The Servicer has the requisite corporate power
and authority t.o execute and deliver this Agreement and to carry out its terms,'
and the execution, delivery and performance of this Agreement have been duly
authorized by all necessary corporaLe action on the part of the Servicer.

(d) Binding Obligation. This Agreement constitutes a 1ega1, valid and
inding obligatíon of the Servicer enforceable against it. in accordance with its

trerms, subject to applicable insolvency, reorganization, moraLorium, fraudulent
transfer and other laws relating to or affecting creditorsr rights generally
from time to time in effect. and to general principles of equity (including
concepts of materiality, reasonableness, good faith and fair dealing),
regardless of whet.her considered in a proceeding in equity or at law.

(e) No Violation. The consummation of the transactions contemplated by
this Agreement and the fulfillment of the terms hereof do not: (i) conflict with
or result in any breach of any of the terms and provisions of, nor constitute
(with or without notice or lapse of time) a defaul-t under the articles of
organization or by-1aws of the Servicer, or any material indent.ure, agreement or
other inst.rument to which the Servicer is a party or by which it is bound; (ii)
result, in Èhe creation or imposition of any Lien upon any of the Servicer's
properLies pursuant to the terms of any such índenture, agreement or other
instrument; nor violate any existing law or any existing order, rul-e or
regulation applicable to the Servicer of any court or of any federal or state
regulatory body, administraLive agency or other governmental instrumentality
having jurisdiction over the Servicer or its properties, so as Lo adversely
affect the Servicer, the Issuer or the Bondhol-ders.

(f) No Proceedings. There are no proceedings pending and, to the
Servicer's knowledge, there are no proceedings threatened and, to the Servicer's
knowledge, there are no investigations pending or threatened, before any court,
federal or state regulatory body, administrative agency or oLher governmental
instrumentality having jurisdiction over the Servicer or its properties
'i,nvolving or relating to the Servicer or the Issuer or, to the Servicer's
lnowledge, any other Person: (i) asserting the invalidity of Lhis Agreement;
(ii) seeking to prevent the consummation of any of the transactions cont,emplated
by this Agreement; or (iii) seeking any determination or ruling that might
materiaLly and adversely affect the performance by the Servicer of its
obligations under, or the validity or enforceability of, this Agreement.

(S) Approvals. No approval, authorization, consent, order or oLher
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acti-on of, or filing with, any court, federal or state regulatory body,
administrative agency or other governmentaL instnumental-ity is required in
connection with the execution and delivery by the Servicer of this Agreement,
the performance by Lhe Servicer of the
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transactions contemplated hereby or the fulfillment by the Servicer of the Lerms
hereof, except those that have been obtained or made and those that the Servicer
is required t,o make in the future pursuant to Article 3 or Article 4 and
post-closing filings in connection therewith.

Section 6.02. Indemnities of Servicer.

(a) The Servicer sha11 be ]iable in accordance herewith only to the
extent of the obligations specifically undertaken by t.he Servicer and as
expressly provided under this Section 6.02.

(b) The Servicer shal1 indemnify the Issuer and the Bondholders (each
an "Indemnified Personrrfor purposes of Sections 6.02 (b) and (d)) for, and
defend and hold harmless each such Person from and against, âDy and all
liabilities, obligations, losses, damages, pa)¡ments, claims, costs or expenses
of any kind whatsoever (coLl-ectively, rtLossesrr) that may be imposed on, incurred
by or asserted against any such Person as a result of (i) the Servicerrs wi11fu1
misconduct or negligence in the performance of its duties or observance of its
covenants under this Agreement (including the Servicerts wi11ful misconduct or
negligence relating to the maíntenance and custody by the Servicer, as
custodian, of the RRB Propert.y Records) or (ii) the Servicer's breach in any
material- respecL of any of its representations or warranties in this Agreement;
rrovided, however, that the Servicer shall- not be liable for any Losses

resulting from the willful misconduct or gross negligence of any such
Indemnified Person; and, provided, further, that the Bondholders shall be
entitled to enforce their rights and remedies against the Servicer under this
Section 6.02 (b) solely through a cause of action brought for their benefit by
the Trustee; and, provided, further, that the Servicer shal1 not be Liable for
any Losses, regardless of when incurred, after t.he Bonds have been paid in fu11,
except as provided in Section 6.02 (c) .

(c) The Servicer shal-l- indemnify and hol-d harmless the Trustee, the
State of New Hampshire, the Treasurer of the State of New Hampshire, agencies of
the State of New Hampshire and any of their respective affiLiates, officials,
officers, directors, employees, consultants, counsel and agent,s (each an
"fndemnified Person" for purposes of Section 6.02(c) and (d)) for, and defend
and hold harmless each such Person from and against, âDy and al-l Losses imposed
oD, incurred by or asserted against any of such Indemnified Persons as a resuLt
of: (i) the Servicerrs wi11ful misconduct or negLigence in the performance of
its duties or observance of its covenants under this Agreement (including the
Servicer's wiLlful- misconduct or negligence relating to the maintenance and
custody by the Servicer, as custodian, of Lhe RRB Property Records) or (ii) Lhe
Servicer's breach in any material- respect of any of i-t,s representations or
warranties in this Agreement; provided, however, t.hat t,he Servicer shal1 not be
liable for any Losses resulting from the willful misconduct or gross negligence
of such Indemnified Person or resulting from a breach of a representation or
\^¡arranty made by such Indemnified Person in any of the Basic DocumenLs that
gives rise to the Servicerrs breach.

(d) The Servicer shall not be required to indemnify an rndemnified
Person for any amount paid or payable by such Indemnified Person pursuant to
Section 6.02 (b) or Section 6.02 (c) in the settLement of any acLion, proceeding
or investigat.ion without, the written consent of the Servicer, which consent
sha11 not be unreasonably withheld. Promptl-y after receipt by an Indemnified
Person of notice of its invol-vement in any
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:tion, proceeding or invest.igation, such Indemnified Person shall, if a claim
for indemnification in respect thereof is to be made against Lhe Servicer under
Section 6.02(b) or Section 6.02(c), notify the Servicer in writing of such
invoLvement. Fail-ure by an Indemnified Person to so notify the Servicer sha11
reLieve the Servicer from the obligation to indemnify and hold harmless such
Indemnified Person under Section 6.02(b) or Section 6.02(c), as applicable, only
to the extent that the Servicer suffers actual prejudice as a result of such
faiLure. With respect to any action, proceeding or investigation brought by a
third party for which indemnification may be sought under Section 6.02 (b) or
Section 5.02(c), the Servicer shaLl be entitl-ed to assume the defense of any
such action/ proceeding or invesLigation. Upon assumption by the Servicer of the
defense of any such action, proceeding or investigation, Èhe Indemnified Person
shal1 have the right to participate in such acLion or proceeding and to retain
it.s own counsel. The Servicer shall be entit.ted to appoint counsel of the
Servicer's choice at the Servicer's expense to represent t,he Indemnified Person
in any action, proceeding or investigation for whj-ch a cLaim of indemnification
is made against the Servicer under Section 6.02 (b) or Section 6.02 (c) (in which
case the Servicer sha11 not thereafter be responsible for the fees and expenses
of any separate counsel retained by the Indemnified Person except as set forth
below); provided, however, that such counsel shall be reasonably satisfactory to
the Indemnified Person. Notwithstanding the Servicerrs election to appoint
counsel to represent the fndemnified Person in an action, proceeding or
investigation, the Indemnified Person sha11 have the right to employ separate
counseL (including 1oca1 counsel), and the Servicer sha1l bear the reasonable
fees, cosLs and expenses of such separate counsel if (i) the use of counsel
chosen by the Servicer to represent the fndemnified Person would present such
counseL with a confl-ict of interest, (ii) the actual or potent.ial defendants in,
r targets of, any such action include both the Indemnified Person and the

iervicer and the Indemnified Person shaLl- have reasonably concluded that there
may be lega1 defenses available to it that are different from or additional to
those available to the Servicer, (iii) the Servicer shal1 not have employed
counsel reasonably satisfactory to the Indemnífied Person to represent the
Indemnified Person within a reasonable time after notice of the institution of
such act.ion or (iv) the Servicer shall- authorize the rndemnified Person to
employ separaLe counsef at the expense of the Servicer. Notwithstanding the
foregoing, the Servicer sha1l not be obligated to pay for the fees, costs and
expenses of more than one separate counseL for the Indemnified Persons (in
addition to local counsel). The Servicer will not, without the prior writt.en
consent of the Indemnifíed Person, settLe or compromise or consent to the entry
of any judgment with respect to any pending or threatened claim, action, suie or
proceeding in respect of which indemnification may be sought under Section
6.02(b) or Section 6.02(c), as applicable, (whether or not the Indemnified
Person is an actual- or potent.ial party to such claim or action) unless such
settlement, compromise or consent includes an unconditional rel-ease of the
Indemnifíed Person from aLL liability arising out of such claim, action, suit or
proceeding.

(e) rndemnification under Section 6.02(b) and Section 6.02(c) sha11
survive the resignation or removal of the Trustee and the termination of this
Agreement and shaLL include reasonable fees and out-of-pocket expenses of
investigation and litigation (including reasonable attorneys' fees and
expenses) , except as ot.herwise
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provided in
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this Agreement.

For purposes of Section 6.02(b) and Section 6.02(c), in the event(f)
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of the termination of the rights and obligations of Pub1ic Service Company of
New Hampshire (or any successor thereto pursuanL Lo Section 6.04) as Servicer
pursuant to Section 7.01-, or a resignation by such Servicer pursuant to this
Agreement, such Servicer shal-l be deemed to be the Servicer pending appointment
of a successor Servicer pursuant to Section 7 .02.

Section 6.03 . Limit.ation on Liability of Servicer and Others. Except as
otherwise provided under this AgreemenL, neither the Servicer nor any of the
direct.ors, officers, employees or agents of the Servicer shall be Liable to the
Issuer or any other Person for any action taken or for refraining from the
taking of any action pursuant to this Agreement or for errors in judgment;
provided, however, that this provision shall- not protect the Servicer or any
director, officer, employee or agent of the Servicer against any liability that
would otherwise be imposed by reason of willfuI misconduct or negligence in the
performance of duties under this Agreement. The Servicer and any director,
officer, employee or agent of t,he Servicer may rely in good faith on the advice
of counsel reasonably acceptable to the Trustee or on any document of any kind,
prima facie properly executed and submitted by any Person, respecting any
matters arising under this AgreemenL. Except as provided in this Agreement, the
Servicer shaLl- not be under any obligation to appear in, prosecute or defend any
1ega1 action relating to the RRB Property.

Section 6.04. Merger or Consolidation of, or Assumption of the
Obligations of, Servicer. Any Person (a) into which the Servicer may be merged
or consolidated, (b) which may result from any merger or consolidat,ion to which
the Servicer sha1l be a part.y or (c) which may succeed to the properties and
assets of the Servicer substantially as a whole, which Persor¡ in any of the
foregoing cases executes an agreement of assumption to perform every obligation
of the Servicer hereunder, shall be the successor to the Servicer under this
Agreement without further act on t,he part of any of the parties to this
Agreement; provided, however, that (i) immediately after giving effect to such
transaction, no Servicer Defaul-t and no event which, after notice or lapse of
\ime, or both, would become a Servicer DefauLt shal-l- have occurred and be
continuing, (ii) the Servicer shaLl- have del-ivered to the fssuer and the Trustee
an Officers' Certificate stating that such consolidation, merger or succession
and such agreement of assumpLion comply with this Section and that all
conditions precedent provided for in this AgreemenL relating to such transaction
have been complied with, (iii) the Servicer sha1I have delivered to the rssuer
and the Trustee an Opinion of Counsel stat.ing that., in the opinion of such
counsef (A) such consolidation, merger or succession and such agreement of
assumption comply with this Section and that al-1 conditions precedent provided
for in this Agreement relating to such transaction have been complied with and
(B) either (1) all filings to be made by the Servicer, including filings with
the NHPUC pursuant to the Statute and filings under the applicable Uniform
CommerciaL Code, have been executed and filed that are necessary to preserve and
protect fully the interests of the Issuer and t.he Trust,ee in the RRB Property
and reciting the details of such filings or (2) no such acÈion shalL be
necessary to preserve and protect such interests and (iv) the Rating Agencies
shal-I have received prior written notice of such transaction. V'Ihen any Person
acquires the properties and assets of the

_19_
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Servicer substantially as a whole and becomes the successor to the Servicer in
accordance with the terms of this Section 6.04, then upon satisfaction of aLl of
'.,he other conditions of this Section 6.04, the Servicer shalL automatically and
iithout further notice be released from aL1 its obligations hereunder.

Section 6.05. Public Service Company of New Hampshire Not to Resign as
Servicer. Subject to the provisions of Section 6.04, PubLic Service Company of
New Hampshire sha1l not resign from the obligations and dutíes hereby imposed on
it as Servicer under t.his Agreement except upon either (a) a determination that
the performance of its duties under this Agreement shal1 no longer be
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permissible under applicable law or (b) satisfaction of the following: (i) Lhe
Rating Agency Condition sha1l- have been satisfied (except that r¡/ith respect to
Moody's it sha11 be sufficient to provide ten days prior notice) and (ii) the
NHPUC shaLl have approved such resignation. Notice of any such determination
nermitting the resignat.ion of Publ-ic Service Company of New Hampshire sha1l be

ommunicated to t.he Issuer, the Trustee and the Ratíng Agencies at the earl-iest
practicabl-e time (and, if such communication is not in writing, shall be
confirmed in writing at the earliest practicable time) and any such
determination that the performance of PubIic Service Company of New Hampshire's
duties under this Agreement shafl no longer be permissible under applicable Law
shaLl be evidenced by an Opinion of Counsel to such effect delivered by Public
Service Company of New Hampshire to the Issuer and the Trustee concurrently with
or promptly after such notice. No such resignation shall become effective until
a successor Servicer shall have assumed the responsibilities and obligations of
Public Service Company of New Hampshire in accordance with Section 7 .02.

Section 6. 06. Servicing Compensat.ion.

(a) In consideration for its services hereunder, until the RetiremenL
of the Bonds, the Servicer shall receive an annual fee (the "Servicing Fee") in
arr amount equal to (i) one-quarter of one percent (0.252) of the outstanding
principal balance of the Bonds for so long as the Servicer is Public Service
Company of New Hampshire or any successor Servicer that bi11s the RRB Charge
concurrently with other charges for services or (ii) up to one and one-half
percent (1.53) of the outstandj-ng principal balance of the Bonds for so long as
the Servicer is a successor Servicer that bil1s Lhe RRB Charge separately to
customers (which amount shal1 be determined by a separate agreement between the
Issuer and the Servicer). The Servicing Fee sha11 be payable in quarterly
installments on each Payment Date. The Servicer also shalL be entitled to retain
as additional compensation (í) any interesL earnings on RRB Charge Pa)¡ments
received by the Servicer and invested by the Servicer pursuant to Section 6 (c)
of Annex I hereto prior to remittance to the Collection Account and (ii) aLL
,ate payment charges, if any, collected from customers or TPSs.

(b) The Servicing Fee set forth in Section 6.06 (a) and expenses
provided for in Section 6.06(c) shall be paid to the Servicer by the Trustee, on
each Payment Date in accordance with the priorities set forth in Section 8.02 (d)
of the Indenture, by wire transfer of immediately avail-abl-e funds from the
Collection Account Lo an accounL designated by the Servicer. Any portion of the
Servicing Fee not paid on such date shall be added to the Servicing Fee payable
on the subsequent Payment Date.

(c) The Issuer shall pay all expenses incurred by the Servicer in

_20 _
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connection with its activities hereunder (including any reasonable fees to and
disbursements by accounLants, counsel, or any other Person, any taxes imposed on
the Servicer (other than taxes based on the Servicerts net income) and any
expenses incurred in connection with reports to BondhoLders, subject to the
priorities set forth in Section 8.02 (d) of the ïndenture) .

Section 6.07. Compliance with Applicable Lal,r¡. The Servicer covenants
and agrees, in servicing the RRB Property, to comply in al-l- material respects
with all laws applicabl-e to, and binding upon, the Servicer and relating to such
RRB Property the noncompliance with which would have a material adverse effect
rn the vaLue of Èhe RRB Property; provided, however, that the foregoing is not
lntended to, and shaIl not, impose any liability on the Servicer for

noncompliance with any law that the Servicer is contesting in good faith in
accordance with its customary standards and procedures.

Section 6.08. Access to Certain Records and Information Regarding RRB

Propert.y. The Servicer shal1 provide to the Bondholders, the Issuer and the
Trustee access to the RRB Property Records in such cases where the Bondholders,
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the Issuer or the Trustee shall be required by applicable law to be provided
access to such records. Access shall- be afforded without charge, but only upon
reasonable reques¿ and during normal business hours at the respective offices of
the Servicer. Nothing in this Section shall affect the obligation of the
Servicer to observe any applicable l-aw (incl-uding any NHPUC Regulation)
rohibiting disclosure of j-nformation regarding Lhe customers, and the failure

of the Servicer to provide access to such information as a resuLt of such
obligation shaLl not constitute a breach of this Section.

Section 6.09. Appointments.

(a) The Servicer may at any time appoint any Person to perform al-l or
any portion of its obligations as Servicer hereunder; provided, however, that
the Rating Agency Condition shall have been satisfied in connection therewith
(except that v'¡ith respect to Moody's it shafl be sufficient. Eo provide ten days
prior notice),' and, provided, further, that the Servicer shalL remain obligated
and be liable under this AgreemerÌt for the servicing and administering of the
RRB Property in accordance with the provisions hereof without diminution of such
obligation and liability by virtue of the appointment of such Person and to the
same extent and under the same terms and conditions as if the Servicer afone
rÀrere servicing and administering the RRB Property; and, provided, further,
however, that nothing herein (incLuding the Rating Agency Condition) shall
preclude the execution by the Servicer of a TPS Service Agreement with any TPS
pursuant to applicabLe NHPUC ReguLations. The fees and expenses of any such
Person sha11 be as agreed between the Servicer and such Person from time to time
and none of the Tssuer, the TrusLee, the Bondholders or any other Person shal1
have any responsibility therefor or right or claim thereto. Any such appointment.
shal1 noL constitute a Servicer resignation under Section 6.05.

(b) The Servicer has no employees. Therefore, in carrying out the
foregoing duties or any of its other obligations under this Agreement, Lhe
Servicer may enLer into transactions with or otherwise deal with any of its
iffiliates to obtain the services of employees of such Affiliates as is its

current practice; provided, however, that the terms of any such transactions or
dealings shall be no less favorable to the Issuer than would be available from
unaffiLiated parties or that would be available if the Servicer

-2r-
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were to hire its own employees to perform such services.

Section 6. l-0. No Servicer Advances. The Servicer sha1l not make any
advances of interest on or principal of the Bonds.

Section 6.aa. Maintenance of Operations. The Servicer agrees Lo
conLinue to operat.e its distribution system to provide service to its customers
so long as it is acting as the Servicer under this Agreement.

Article 7

DEFAULT

Section 7.0a. Servicer Default. If any one of the foLLowing events
(each a "Servicer Default") shall occur and be continuing:

(a) any failure by the Servicer Lo remit to the Collection AccounL on
rehalf of the Issuer any required Remittance that shall- continue unremedíed for

a period of five (5) Busj-ness Days after written not.ice of such failure is
received by the Servicer from the fssuer or the Trustee,' or

(b) any failure on the part of the Servicer duly t.o observe or Lo
perform in any material respect any other covenants or agreements of the
Servicer set forth ín this Agreement, which failure shall (a) materially and
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adversely affect the rights of the Bondholders and (ii) continue unremedied for
a period of 60 days after the date on which written notice of such failure,
requiring the same to be remedied, sha11 have been given (A) to the Servicer by
the rssuer or (B) to the Servicer by the Trustee or by the Holders of Bonds
-"videncing not less than 25 percent of the Outstanding Amount of the Bonds; or

(c) any representation or warranty made by the Servicer in t.his
Agreement shal1 prove to have been inc<¡rrect in any material respect when made,
which has a materiaL adverse effect on the Bondholders and which material
adverse effect continues unremedied for a period of 60 days after written notice
of such failure is received by the Servicer from the Issuer or the Trustee; or

(d) an InsoLvency Event occurs with respect Èo the Servicer; then, and
in each and every case, so long as the Servicer Default sha1l not have been
remedied, either the Trustee, or the Holders of Bonds evidencing not less than
25 percent of the Outstanding Amount of the Bonds, by notice then given in
writing to the Servicer (and to the Trustee if given by the Bondholders) (a
"Termination Notice") may terminate all the rights and obligations (other than
the obligations set forth i-n Section 6.02) of the Servicer under Èhis Agreement.
In addition, upon a Servicer Default described in Section 7.01(a), each of the
following shal-L be entitl-ed to appty to the NHPUC for sequestration and payrnent
of revenues arising with respecL Eo Lhe RRB Property in accordance with RSA
369-827, VI and VITI: (1) the Bondholders or the Trustee; (2) the ïssuer or its
assignees,'or (3) pledgees or transferees of the RRB Property. On or after the
receipt by the Servicer of a Termination Notice, and subject to the approval of
the NHPUC, all authority and power of the Servicer under this Agreement, whether
with respect to the Bonds, the RRB Property, the RRB Charge or otherwise, sha11,
without further action, pass to and be vested in such successor Servicer as may
be appointed under Section '7.02; and, \./ithout l-imitation, the Trustee is hereby
authorized and empowered to execute and deliver, on behaff of the predecessor
Servicer, as attorney-in-fact or otherwise, êfly and al-l- documents and other
instruments, and to do or accomplish all oLher acts or things

-)) -
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necessary or appropriate to effect the purposes of such Termination NoLice,
whether to complete the transfer of the RRB Property Records and related
documenLs, or otherwise. The predecessor Servicer shall- cooperate with the
successor Servicer, the Issuer and t,he Trust.ee in effecting the terminatíon of
the responsibilities and rights of the predecessor Servicer under this
Agreement, including the transfer to the successor Servicer for administration
by it of all cash amounts that shall at the time be held by the predecessor
Servicer for remittance, or sha11 thereafter be received by it with respect to
the RRB Property or the RRB Charge. In case a successor Servicer is appointed as
a resulL of a Servicer Default, all reasonable cosLs and expenses (including
reasonabl-e attorneys' fees and expenses) incurred in connection with
transferring the RRB Property Records to the successor Servicer and amending
this Agreement to reflect such succession as Servicer pursuant Èo this Section
shall be paid by the predecessor Servicer upon presentati-on of reasonabLe
documentation of such costs and expenses. All other reasonable costs and
expenses incurred in t.ransferring servicing responsibilities Lo a successor
servicer shal1 constitute Operating Expenses of the fssuer.

Section 7.02. Appoint.ment. of Successor.

(a) Upon the Servicer's receipt of a Termination Notice pursuant to
:ction 7.01 or the Servicer's resignation or removal- in accordance with the

terms of this Agreement, the predecessor Servicer shall continue to perform its
functions as Servicer under this AgreemenL, and sha1l be entitled to receive the
requisite portion of the Servicing Fee and reimbursemenL of expenses as provided
herein, until a successor Servicer shal1 have assumed in writing the obligations
of t.he Servicer hereunder as described be1ow. Tn the event of the Servicer's
termination hereunder, the Issuer sha11 appoint., subject to the approval of the
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NHPUC, a successor Servicer with the Trustee's prior written consent thereto
(which consent shal1 not be unreasonably withheld), and the successor Servicer
shaI1 accept its appoíntmenÈ by a written assumption in form reasonably
acceptable to the Tssuer and the Trustee. If within 30 days after the delivery
rf the Termination Notice, the Issuer shaLl not have obtained such a new
.,3rvicer, the Trustee may appoint (subject to the approval of the NHPUC) or

petition the NHPUC or a court of competenL jurisdiction to appoint a successor
Servicer under this Agreement. A Person shal1 qualify as a successor Servicer
only if (i) such Person is permit.ted under NHPUC Regulations to perform the
duties of the Servicer, (ii) the Rating Agency Condition sha1l have been
satisfied and (iii) such Person assumes in writing the obligations of the
Servicer hereunder or enters into a servicing agreement with the Issuer having
substantially the same provisions as this Agreement.

(b) Upon appointment, the successor Servicer shall be the successor in
all respects to the predecessor Servicer and shalL be subject to alL the
responsibilities, duties and liabiLities arising thereafter relating thereto
placed on the predecessor Servicer and shall be entitled to the Servicing Fee
and al-L the rights granted to the predecessor Servicer by the terms and
provisions of this Agreement.

Section 7.03. Waiver of Past, Defaults. The Holders of Bonds evidencing
not less than a majority of the Outstanding Amount of Èhe Bonds may, on behaff
of all Bondholders, waive in writing any default by the Servicer in the
performance of its obligations hereunder and its consequences, except a default
in making any required Remittances to the Col,lection Account in accordance with
this Agreement. Upon any
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such waiver of a past defaul-t., such default shall- cease to exist, and any
Servicer Default arising therefrom shall be deemed to have been remedied for
every purpose of this Agreement. No such waiver shall extend to any subsequent
or other default or impair any right consequent thereto.

Section 7.04. Notice of Servicer Defauft. The Servicer shaLl- deliver to
the Issuer, the Trustee and the Rating Agencies, promptly afLer any of its
ResponsibÌe Officers having obtained actual knowledge thereof, buL in no event
later than five Business Days thereafter, written notice in an Officers'
Certificate of any everit whích with the giving of notice or lapse of time, or
both, would become a Servicer Default under Section 7.01 (a) or Section 7.01 (b) .

Article 8

MÏSCELLANEOUS PROVISÏONS

Section 8.01. Amendment.

(a) This Agreement may be amended in writing by the Servicer and the
Issuer with ten Business Days' prior written notice given to the Rating Agencies
and the prior written consent of the Trustee (which consent shall not be
unreasonably withhel-d), but h¡ithout the consent of any of the Bondhol-ders, to
cure any ambiguity, to correct or supplement any provisions in this Agreement or
for the purpose of adding any provisions to or changing in any manner or
eliminating any of the provisions in this Agreement or of modifying in any
lanner the rights of the BondhoLders; provided, however, that such action shal1
þt, as evidenced by an Officerts CerLificate defivered to the Issuer and the

Trustee, adversely affect in any materiaf respect the interests of any
Bondholder.

(b) This Agreement may also be amended in writing from time to time by
the Servicer and the Issuer with ten Business Days'prior written notice given
to the Rating Agencies and the prior writ.ten consent of the Trustee (which
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consent shal-l not be unreasonably withheld) and the prior written consent of the
Holders of Bonds evidencing not fess than a majority of the Outstanding Amount.
of t.he Bonds, for the purpose of adding any provisions to or changing in any
manner or eliminat.ing any of the provisions of Lhis Agreement or of modifying in
1ny manner the rights of the Bondholders; provided, however, that any amendment
f the provisions of Section 4.01 or Section 4.03 shall satisfy the Rating

Agency Condition.

(c) If the written consent of Bondholders is required in connection
with an amendment hereof, approval by Bondhofders of the substance of any
proposed amendment or consent sha11 const,itute sufficient consent of the
Bondhol-ders pursuant to this Section, and it shall not be necessary that
BondhoLders approve of the particular form of any amendment or consent.

(d) Promptly after Lhe execut,ion thereof, the Issuer shalL provide each
of the Rating Agencies with a copy of any amendment to this Agreement.

(e) Príor t,o its consent to any amendment to this Agreement, the
Trustee shall be entitled to receive and conclusively rely upon an Opinion of
Counsel stating that such amendment is authorized or permitted by this
Agreement. The Trustee may, buL shal1 not be obligated to, enLer into any such
amendment which affects the Trustee's own rights, duties or immuníties under
thi-s Agreement or otherwise.

Section 8.02. Maintenance of Accounts and Records.

<PAGE>

(a) The Servicer sha]L maintain accounts and records as to the RRB

roperty accuratel-y and in accordance with its standard accounting procedures.

(b) The Servicer shal-L permit the Issuer and the Trustee and it.s agents
at any time during normal business hours, upon reasonabl-e notice to Èhe Servicer
and to the exLent. it does not unreasonably interfere with the Servicer's normal-
operations, to inspect, audit and make copies of and abstracts from the
Servicer's records regarding the RRB Propert.y and the RRB Charge. Nothing in
this Sect.ion 8.02 (b) sha11 affect the obligation of the Servicer to observe any
applicable faw (including any NHPUC Regulation) prohibiting disclosure of
information regarding the customers, and the faifure of the Servicer to provide
access to such information as a result of such obligation sha1l not constitute a
breach of this Section 8.02 (b) .

Section 8.03. Notices. Unless otherwise specifically provided herein,
all notices, directions, consents and waivers required under the t.erms and
provisions of this Agreement shall- be in English and in writing, and any such
notice, direction, consent or waiver may be given by UniLed States maj-1, courier
servi-ce, facsimil-e transmission or electronic mail- (confirmed by telephone,
United States mail or courier service in the case of notice by facsimile
transmission or electronic mail) or any other customary means of communication,
and any such notice, direction, consent or waiver shall be effective when
delivered, or if mailed, three days after deposit in the United States mail with
proper postage for ordinary mail prepaid:

(a) if to the servicer, to

Public Service Company of New Hampshire
L000 Elm Street
Manchester, NH 03l-05
Facsimile: (860) 665-5457
Telephone: (860) 665-3258
E-Mail : shoopra@nu.com (email)

with a copy to:
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Public Service Company of New Hampshire
c/o Northeast Utilities Service Companl¡

íf by U.S. Mail:

P.O. Box 27A
Hartford, CT a6t4t-0270

if by courier:

107 Selden gtreet
Berlin, CT 06A37

ALt.enLion: Assist,ant Treasurer - Finance
Facsímil-e: (860) 665-5457

-25-

Telephone: (860) 665-3258
E-Maíl : shoopra@nu. com

(b) if to the Issuer, to

PSNH Funding LLc
clo Public Service Company of New Hampshire
l-000 EIm Street
Manchester, NH 03L05
FacsimiLe: (860) 665-5457
Telephone: (860) 665-3258
E-Mail ¡ shoopra@nu.com (email)

with a copy to:

Public Service Company of New Hampshire
c/o Northeast Utllities Service company

if by U.S. MaiI:

P.O. Box 270
llartford, CT O6l4L-0270

if by courier:

107 Selden Street
Berlin, CT 06037

Attentíon: Assistant Treasurer - Finance
Facsimile: (860) 665-5457
Telephone: (860) 665-3258
E-Mail í shoopra@nu. com

(c) if to the Trustee, to

The Bank of New York
L01 Barclay Street
Floor l-2 East
New York. NY 10286
Attention: ABS Unit
Facsimile: (21"2) 8L5-5563
Telephone: (2L2) 815-5368

(d) if to Moody's, to
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Moody's Investors Service, Inc.
99 Church Street
New York, NY 10007
Attention: ABS Monitoring DeparÈment
Facsimile : (21,2) 553 - 0573
Telephone: (2r2\ 553-3686

-26-
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(e) if to S&P, to

Standard & Poorrs
55 Water Street, 4tsL FLoor
New York, NY 10041

Attention: Asset Backed SurveiLlance Department
Facsimile (21,2) 438-2664
Telephone: (272) 438-2000

(f ) if t,o Fitch, to

Fitch, Inc.
One State Street PLaza
New York, NY 10004
Attention: ABS Surveillance
Facsimile: (21,2) 51,4-9879
Telephone: (2r2) 908-0500
E-mail: surv@fitchratings. com

(g) as to each of the foregoing, at such other address as shal-f be
,esignated by written notice to the other parties.

Section 8.04. Assignment. Notwithstanding anything to the contrary
contained herein, excepL as provided in Section 6.04 and as provided in the
provisions of this Agreement, concerning Lhe resignation of the Servicer, this
Agreement may not be assigned by the Servicer.

Section 8.05. l,imitat,ions on Rights of Third Parties. The provísions of
this Agreement are solely for the benefit of the Servicer, the Issuer, the
Bondholders, the Trustee, the State of New Hampshire, the Treasurer of the StaÈe
of New Hampshire, agencies of the State of New Hampshire and the other Persons
expressly referred to herein and such Persons shall have the right to enforce
the re1evant provisions of this Agreement, excepL that the Bondhol-ders shafl be
entitled to enforce t.heir rights against the Servicer under this AgreemenL
sole1y through a cause of action brought for their benefiÈ by the Trustee.
Nothing in this Agreement, whether express or implied, sha11 be construed to
give to any other Person any legal or equitable right., remedy or cLaim in the
RRB Propert.y or under or in respecL of this Agreement or any covenanLs,
conditions or provisions contained herein.

Section 8.06. Severability. Any provision of this Agreement that is
prohibited or unenforceabl-e in any jurisdiction shal1, as to such jurisdiction,
be ineffective to the extent of such prohibition or unenforceability without
invalidating the remaining provisions hereof, and any such prohibition or
unenforceability in any jurisdiction shaLl- not invalidate or render
unenforceable such provision in any other jurisdiction.

., tection L 07. Separate Counterparts. This Agreement may be executed by
the parties hereto in separate counterparts, each of which when so executed and
delivered shall be an original, but all such counterparÈs shafl Èogether
constitute but one and the same instrumerÌt.

Section 8.08. Headings. The headings of the various Articles and
Sections
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herein are for convenience of reference only and shal1 not define or límit any
of the terms or provisions hereof.

Section 8.09. Governing Law. This Agreement shaLL be construed in
accordance with the substantive laws of the State of New Hampshire, wit,hout
giving effect to its conflict of law or other principles that would cause the
application of the Laws of another jurisdiction, and the obligations, rights and
remedies of the parties hereunder sha11 be determined in accordance with such
laws.

Section 8.1-0. Assignment to Trustee. The Servicer hereby acknowledges
and consents to the collateral assignment or pledge of, or grant of a security
interest in, any or all- of the lssuer's rights and obligations hereunder t,o the
Trustee for the benefit of the holders of the Bonds.

Section 8.11. NonpeLition Covenants. Notwithstanding any prior
termination of this Agreement or the Indenture, but subject to the NHPUC's right
Lo order the sequestration and payment of revenues arising with respect to the
RRB Property notwithstanding any bankruptcy, reorganization or other insolvency
proceedings with respect to the debtor, pledgor or transferor of the RRB
Property pursuant to RSA 369-8:7, YT. and RSA 369-827, \I1II, the Servicer shall
not, prior to the date which is one year and one day after the termination of
the fndenture with respect to the Issuer, petition or otherwise invoke or cause
the Issuer Lo invoke the process of any court or governmental authority for the
purpose of commencing or sustaining a case againsE the Issuer under any federal
or state bankruptcy, insolvency or similar law or appointing a receiver,
)iquidator, assignee, trustee, custodian, sequesLrator or other similar official
of the Issuer or any substantial part. of t.he property of the Issuer, or ordering
the winding up or liquidation of the affairs of Lhe Issuer.

IREMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN üITTNESS WHEREOF, the parties hereto have caused this Servicing
AgreemenL to be duly executed by their respective officers as of the day and
year first above written.

PSNH FUNDING LLC,
Issuer

By: /s/ Randy A. Shoop

Name: Randy A. Shoop
Title: President

PUBLTC SERVICE COMPANY OF NEW HAMPSHTRE,
Servicer

Byt /s/ Randy e. Shoop

Name: Randy A. Shoop
TitIe: Assistant Treasurer - Finance
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EXH]BIT A

CERTTFICATE OF COMPLIANCE

The undersigned hereby certifies that he/she is the duly elected and
actingt-]ofPub1icServicecompanyofNewHampshire,asservicer(the
'rServicer") under Èhe Servicing Agreement, dated as of April 25, 2001 (the
"Servicing Agreement"), between the Servicer and PSNH Funding LLC (the
rrlssuer"), and further certifies on behalf of t.he Servicer that;

l-. A review of the activities of the Servicer and of its
performance under the Servicing Agreement during Lhe months ended
December 31, 20 t_l has been made under the supervision of the undersigned
pursuant to Section 3.03 of the Servicing Agreement; and

2. To the undersigned's knowledge, based on such review, the
Servicer has fuLfilled all of its material- obligations in aff material respects
under the Servicing Agreement throughout the
3L, 201_1, except as listed on Annex A hereto.

Executed as of this day of

months ended December

,20

PUBLIC SERVICE COMPANY OF NEW FIAMPSHIRE,
Servicer

By:

Name:
Title:

-30-
<PAGE>

ANNEX A TO EXHTBTT A

LIST OF SERVTCER DEFAULTS

Nature of Defau]t Status

-A-31_-
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EXHTBIT B

FORM OF ROUTINE TRUE-UP LETTER

ldatel

ADV]CE

NEW IIAMPSHIRE PUBLIC UTTLITIES COMMISSION (THE ''COMMISSTON'')
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SUBJECT: Periodic RRB Charge True-Up Mechanism Advice Filing

Pursuant to the order of the Commission, DE 99-099 , issued on September 8, 2000
lorder No. 23,550) (t¡re TFINANCE ORDER"), Public Service Company of New

.ampshire ("PSNH'), as servicer of the RRBs or any successor Servicer and on
behalf of the RRB trustee as assignee of the special purpose entity (the "SPEU),
shall apply for adjustment to the RRB Charge not later than 30 days prior to
each semiannual anniversary of the RRB transaction closing and at such
additional inLervals, if necessary, as may be provided for in the Finance Order.
Any capitaLized terms not defined herein shall have the meanings ascribed
thereto in the Finance Order.

PURPOSE

This filing establishes the revised RRB Charge to be assessed and collected from
retail users of PSNH's distribution system within PSNH's service territory,
whether or not energy is purchased from PSNH or third party supplier, and
whether or not such distribution system ís being operat.ed by PSNH or a successor
distribution company. The RRB Charge is a usage-based componenL of the stranded
cost recovery charge on each retail user's monthLy bill until the Total- RRB
Payment Requirements are discharged in full. In the Finance Order, the
Commission authorized PSNH to file Routine True-Up Letters not later than 30
days prior to each semiannual anniversary of the RRB transaction closing and at
such additional intervals, if necessary, as may be provided for in the Finance
Order. The purpose of such filings and resuLting adjusted RRB Charges is to
ensure the timely recovery of revenues sufficient to provide for the payment of
an amount equal to the sum of the Periodic RRB Payment Reguirements for the
upcoming period, which may include indemnity obligations of the SPE in the RRB

bransaction documents for SPE officers and directors, t.rustee fees and other
liabilities of the SPE.

ising the methodology approved by the Commission in the Finance Order, this
filing modifies the variabl-es used in the RRB Charge calcufation and provides
the result.ing modified RRB Charge. Table I shows the revised assumptions for
each of the variabl-es used in calculating the RRB Charge for customers. The
assumptions underlying the current RRB Charges $¡ere filed in an Issuance Advice
Letter, dated

Table I below shows the current assumptions for each of the variables used in
the RRB Charge calcul-ation.

-B-32-
<PAGE>

TABLE T

TNPUT VALUES FOR RRB CHARGE

Forecasted retail kWh sales for the period:
January:
February:
March:
April:
May:
June:
July:
August:
September:
October:
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November:
December:

Percent of bi1led amounts expected to be charged-off:
Weighted average days sales ouEstanding:

(cal-culated as follows)

Percent, of bil1ed amounts col-l-ected in current month:
Percent of bi11ed amounts coLLected in second month after billing:
Percent of billed amounts col-IecÈed in t,hird month after billing:
PercenL of billed amounts coLlected in fourth month after billing:
Percent of bi11ed amounts coLlected in fifth month after billing:

Forecasted ongoing interest and transaction expenses (including any already
accrued but unpaid for the period):

Current Interest Reserve Subaccount balance:_
ScheduLed Interest Reserve Subaccount balance at the end of t.he period:
Current Overcollateralizat.ion Subaccount balance :_
Schedul-ed Overcollateral-ization Subaccount balance at the end of the period,_
Current Capital Subaccount bal-ance:
Initial Capital Subaccount balance:
Current RRB outstanding balance:_
Scheduled RRB outstanding bal-ance at the end of the period:
Current Reserve Subaccount balance:

The adjusted RRB Charge calculated for retail users is as
fol-Lows: (cenL) /kWh

_Þ_?2_

<PAGE>

EFFECTIVE DATE

fn accordance with the Finance Order, Routine True-Up Letters for semiannual RRB

Charge adjustments shaLL be filed not later than 30 days prior to each
semiannual anniversary of the RRB Èransaction closing, with the resulting upward
or downward adjustments to the RRB Charge to be effective - absent manifest
error in the Routine True-Up Letters - on the ensuing semiannual anniversary. In
accordance with the Finance Order, Routine True-Up Letters may also be fíled as
frequently as monthly, with the resulting upward or downward adjustments to the
RRB Charge to be effective - absent manifest error in the Routine True-Up
Letters - immediately upon the filing of the on the Routine True-Up Letters. No
approval by the Commission is required. Therefore, these RRB Charges shall be
effective as of

NOTTCE

Copies of this filing are being furnished to the parties on Lhe attached service
list. Notice to the public is hereby given by filing and keeping this filing
open for public inspection at PSNHTs corporate headquarters.

t"lo".rt."

-B- 34 -
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EXHTBIT C

FORM OF MONTHLY SERVICER CERTIFICATE

Pursuant to Section 4.0L(d) (2) of the Servicing Agreement, dated as of
April 25, 2001, (the "Agreement"), between Public Service Company of New
Hampshire, as servicer (the uservicerlr), and PSNH Funding LLC, Lhe Servicer does
hereby certify as foLLows:

Capitalized terms used herein have their respective meanings as set
forth in the Agreement.

For the Monthly Períod:

]- . BILLTNGS:

a) Monthly kWh Consumption:
b) Applicable RRB Charge:
c) Total RRB Charge AmounL Bil1ed this Month:
d) CumuLative RRB Charge Amount eilled this Remittance Period:

2. REMITTANCES:

a) Total Amount Remitted this Month:
b) Cumulative Amount Remitted this Remittance Period:
c) IRRB ?" (calcu]ated in accordance with Annex II to the Agreement) for

this Remittance Period:

3. DRAWS ON SUBACCOUNTS:

)l Reserve Subaccount Draw AmounL this Month:
o) CumuLative Reserve Subaccount Draw Amount this Remittance Period (net

of funding):
c) Overcollatera]ization Subaccount Draw Amount this Month:
d) Cumulative OvercolLateralization Subaccount Draw Amount this Remittance

Period (net of funding) :

e) Capital Subaccount Draw Amount this Month:
f) Cumulative Capital Subaccount Draw Amount this Remittance Period (net

of funding):
S) fnterest Reserve Subaccount Draw Amount this Month:
h) Cumulative Interest Reserve Subaccount Draw Amount this Remittance

Period (net of funding):
i) Servicer Advance Subaccount Draw Amount this Month:
j ) Cumulative Servicer Advance Subaccount Draw Amount Ehis Remittance

Period:

-c-35-
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day of

PUBLTC SERVICE COMPANY OF NEW HAMPSHÏRE,
Servicer

By:

Executed as of this

Name:
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EXHÏB]T D

FORM OF QUARTERLY SERVTCER CERTIFICATE

Pursuant Lo Section 4.01(d) (3) of the Servicing Agreement, dated as of
April 25, 200L (the "AgreemenL"), beLween Publ-ic Service Company of New
Hampshire, as servicer (the "servicerrr), and PSNH Funding LLC, the Servicer does
hereby certify, for the current Pal¡ment Date (

"Current Payment Date"), as follows:
, 20[ ]) (rhe

Capitalized terms used herein have their respective meanings as set
forth in the AgreemenL. References herein to certain sections and subsections
are references to the respective sections of the Agreement.

]., RRB CFIARGE COLLECTTONS AND AGGREGATE AMOUNTS AVAILABI,E FOR THE CURRENT
PAYMENT DATE:

i. Amount Remitted [Month] [Year]
ii. Amount Remitted [Month] [Year]
iii. Amount Remitted lMonth] [Year]
iv. Amount Remitted [Month] lvear]
v. Amount Remitted [Month] [Year]
vi. Amount Remitted lMonth] lYear]
vii. Amount Remitted [Month] lYear]
viii. Amount Remitted [Month] [Year]
IX, TOTAL AMOUNT REMITTED FOR THIS PERTOD (SUM OF I. THROUGH

VIIT. ABOVE) :

x. Net Earnings on Collect.ion Account:
xi. Expenses Paid to Date:
XT]. GENERAL SUBACCOT]NT BALANCE (SUM OF TX. AND X. ABOVE MINUS XI.):
xiií. Reserve Subaccount Balance
xiv. Overcollatera]ization Subaccount Balance
xv. CapiÈal Subaccount Bal-ance
xvi, InLerest Reserve Subaccount Balance
xvii. Servicer Advance Subaccount Balance
XVTII. COLLECTION ACCOI'NT BALANCE (SUM OF XTI. THROUGH XVTI. ABOVE) :

2. OUTSTANDING PRTNCIPAL BALANCE AS OF PRIOR PAYMENT DATE BY TRANCHE:

i. C1ass A-L Principal Balance Outstanding Bond:
ii. Class A-2 Principal Balance Outstanding Bond:
iii. Class A-3 Principal Balance Outstanding Bond:
IV. TOTAL BOND PRINCTPAL BALANCE:

3. REQUIRED FUNDING/PAYMENTS AS OF CURRENT PAYMENT DATE

D-37 -
lpacst

A) PRO.fECTED PRINCIPAL BALANCES AND PAYMENTS

Projected Quarterly
Principal Balance Principal Due
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e)

i. CLass A-1 Bond
ii. Class A-2 Bond
iii. CLass A-3 Bond
TV. TOTAL PRO,fECTED

PRINCTPAL
AMOUNT:

REQUIRED INTEREST PAYMENTS

Bond
Interest Rate

Class A-L Bond
Class A-2 Bond
Class A-3 Bond

TOTAL REQUIRED
INTEREST AMOUNT:

PRO,JECTED SUBACCOUNT PAYMENTS AND LEVELS

Days in
Applicable Period

Interest
Due

c)

l_.
ii.
iii

IV.

l_.
11.
l_r-1

1V.
V.

Subaccount
Projected Funding::t:i ::::r:::

A)

ALLOCATION OF REM]TTANCES AS OF CURRENT PAYMENT DATE PURSUANT TO
SECTTON 8.02(D) OF INDENTURE:

QUARTERI,Y EXPENSES

Net Expense Amount (Payable on Current Payment Date)
i. Trustee Fees and Expenses:
ii. Quarterly Servicing Fee:
iii. Quarterly Administration Fee:
iv. Operating Expenses (subject to $100,000 cap):

-D-3 8 -

TOTAL EXPENSES:

B) QUARTERLY ]NTEREST

Per $1000 of
Original

fnterest Reserve Subaccount:
Capital SubaccounL:
Overcol I ateral i zat ion
Subaccount:
Servicer Advance Subaccount: N/A
TOTAL SUBACCOUNT PAYMENTS AND
LEVELS:

AggregaLe
Principal Amount

Class A-1 Bond
Cl-ass A-2 Bond
Cl-ass A-3 Bond

]V. TOTAL QUARTERLY INTEREST:

<PAGE>

1.
11.
1l- 1

c) QUARTERLY PRÏNCTPAL
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Per $1000 of Aggregate
Original Principal Amount

i. CLass A-1 Bond
ii. CLass A-2 Bond
iii. Class A-3 Bond

IV. TOTAL QUARTERLY PRINCIPAL:

D) OTHER PAYMENTS

i. Operating Expenses (in excess of $100,000):
ii. Funding of Tnterest Reserve SubaccounL (to

required level):
iii. Funding of Capital Subaccount (to required

amount) :

iv. Funding of Overcollateralization
SubaccounL (to reguired 1evel) :

v. Deposits to Reserve Subaccount:
vi. Interest earnings on Capital- Subaccount

Released to Issuer:
vii. Interes¿ earnings on Servicer Advance

Subaccount Released to Issuer:
viii. Operating Expenses Paid From Servicer

Advance Subaccount at Request of Servicer:

E) AGGREGATE PAYMENTS PURSUANT TO SECT]ON 8.02(D) (T) OF TNDENTURE

-D-39-
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1. To Trustee:
ii. To other Persons indemnified under

Indenture or Fee and fndemnity Agreement:

5. OUTSTANDING PRINCIPAL BALANCE AND COLLECT]ON ACCOUNT BALANCE AS OF
CURRENT PAYMENT DATE (AFTER GIVING EFFECT TO PAYMENTS TO BE MADE ON

SUCH DISTRIBUTION DATE) :

A) PRTNCIPAL BALANCE OUTST.ANDTNG:
i. Class A-1- Principal Balance Outstanding Bond:
ii. CLass A-2 Principal Balance Outstandíng Bond:
iii. Class A-3 Principal Balance Outstanding Bond:
TV. TOTAL BOND PRTNCTPAI, BAI,ANCE:

B) COLLECTION ACCOUNT BALANCES OUTSTANDING:

i. Interest Reserve Subaccount:
ii. Capital SubaccounL:
iii. OvercoLlateralization Subaccount:
iv. Reserve SubaccounL:
v, Servicer Advance Subaccount
VÏ . TOTAI, SUBACCOT'NT AMOUNT:

6. SUBACCOUNT DRÄ,WS AS OF CURRENT PAYMENT DATE (]F APPLTCABLE, PURSUANT TO

. SECTION 8.02 (E) OR B. 02 (.J) OF INDENTURE) :

i. fnterest Reserve Subaccount:
ii. Capit,al Subaccount:
iii. OvercolLateralizat,ion Subaccount:
iv. Reserve Subaccount:
v. Servicer Advance Subaccount:
VT. TOTAL SUBACCOT'NT DRAWS:
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7. SI{ORTFALLS TN INTEREST AND PRTNCIPAL PAYMENTS AS OF CT]RRENT PAYMENT
DATE (rF APPLICABLE) ¡

. A) QUARTERLY INTEREST SHORTFALL
¡
I

i. Class A-1 Bond

-D-40 -
<P.AGE>

ii. Class A-2 Bond

iii. Class A-3 Bond

TV. TOTAL QUARTERTJY INTEREST SHORTFALL:

B) QUARTERIJY PRINCIPAIJ SHORTFAIJL

i. CLass A-l- Bond

ií. Class A-2 Bond

iii. Class A-3 Bond

IV. TOTAL QUARTERLY PRINCIPAL SHORTFALL:

8. SHORTFALLS TN REQUTRED SUBACCOUNT LEVELS AS OF CURRENT DISTR]BUTION
DATE:

i. fnterèst Reserve Subaccount

ii. Capital Subaccount

iii. OvercollateraLization Subaccount:

IV. TOTAL SUBACCOT]NT SHORTFALLS:

IN 9ùITNESS WHEREOF, the undersigned has duly executed and delivered
this Quarterly Servicer Cert.ificate this _ day of _,

PU.BI,IC SERV]CE COMPANY OF NEW }ÍAMPSHIRE,
Servicer

By:

Name:
Title:

-D-41--
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scHEDUr,E 4.01 (a)

EXPECTED AMORTIZATTON SCHEDUIJE

OUTSTANDING PRTNC]PAT, AMOI]NT

<TABLE>
<CAPTTON>

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 568 of 732



Page 35 of 40

:ii:i::i::
:S>
j ctosing

r1/1/ ot
2/L/02
5/t/02
8/1./02

Lt/1./02
2/r/03
5/L/03
8/1./03

u,/r/ 03
2/L/04
5/L/04
8/L/04

t1-/t/04
2/t/ 05
5/L/05
e/L/05

tL/L/ os
2/r/06
s/1/06
8/L/06

tt/L/ 06
2/r/07
s/1,/07
e/t/07

L1,/ L/ o7
2/L/08

I s/r/oe
e/1/oe

1,1/ 1, / 08
2/L/oe
5/L/oe
8/t/oe

1,L/ t/ oe
2/t/to
s/1,/1,0
e/L/1,0

LL/L/1,0

Class
A-1

<c>
ç7s ,2Lt ,

57 ,592,
43,797 ,

28 ,368 ,

20,697 ,

L4,392,
'7 ,'780,

(0)
0

0

0

0

0

0

0

0

0

U

0

0

0

0

0

0

0

U

0

0

0

0

0

0

0

0

U

0

0

0

Class
A-2

<c>
#2L4 , 649 ,395

2]-4 , 649 ,395
2t4 , 649 ,395
2L4 , 649 ,395
21,4 ,649 ,395
21,4 , 649 ,395
2r4 , 649 ,395
2L4 , 649 ,395
206 ,9L7 ,868
t97 ,869,570
!89 ,598 ,432
L80, 590, 351
1,72 ,246 ,41,5
162,796,874
]-54 , t48 ,908
1,44,473 ,833
135, 568, 653
L25,605,470
LL6 ,266 ,27 4
106, 175, 553
96,723,253
86,L67,370
76,2]-1 ,7'79
65 , 563 ,7LL
55 , 5t5 ,7 84
44 ,346 , 853
33 ,7 48 , 007
22 ,498 ,547
'J-1_,8L8 ,67t

Class
A-3

<c>
$235, L39 ,122

235 , L39 ,1-22
235 , r39 ,1_22
235,L39,L22
235,A39,L22
235,L39,t22
235,]-39,t22
235,r39,L22
235,t39,t22
235,t39,122
235,L39,t22
235,L39,t22
235 ,]-39 , t22
235,L39,t22
235 , L39 ,122
235,t39,722
235 ,139 , r22
235,139,122
235 ,]-39 , L22
235 ,]-39 , L22
235 , L39 ,122
235,L39,t22
235,L39,L22
235 , L39 ,122
235,L39,t22
235,r39,L22
235,A39,L22
235,A39,122
235,r39,1-22
235 , 139 ,'l-22
223 ,86]-,093
21-]- ,970,98r
200 ,623 ,964
l_88,l_l_3,3L9
1,76,1,50,999
l.63 ,545 ,644
L5L,478,734
r38 ,246 ,734

483
606
063
tL7
824
034
4]-5

0

0

0

0

0

0

0

0
n

<,/TABLE>

- Schedule 4.01 (a) -a2
<PAGE>

<TABLE>
<s>

2/1./Lt
s/1/1.1-
I /1,/LL

u,/a/tt
2/1,/1,2
5/1./L2

, 8/r/1,2
i tr/t/tz

2/1,/t3
s/L/t3

<c>
n

n

0

U

0

0

0

0

U

0

<c>
0

0

0

0

0

0

0

0

0

0

<c>
r25 ,549 ,343
]-]-2 , t94 ,9A8

99 ,366 ,197
85,367,758
7L,905,LLO
57 ,742,L77
44,L03,087
29 ,294 , 4r5
L4,974,162

0

< /TABLE>

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 569 of 732



Page 36 of 40

- Schedule 4.01 (a) -43

<PAGE>

ANNEX I

SERVTCING PROCEDURES

The Servicer agrees to comply with the foLlowing servicing procedures:

SECTÏON 1. DEFINITTONS

(a) Capitalized terms used herein and not otherwise defined herein
shall have the meanj-ngs set, forth in the AgreemenL.

(b) Whenever used in this .Annex I, the foll-owing words and phrases
sha11 have the following meanings:

"Billed RRB Chargesttmeans the dolLar amounts bilted to cusLomers or
the Applicabl-e TPS in respect of the RRB Charge, whether bil-led to customers or
the Applicable TPS by the Servicer or to customers by a TPS pursuant to a TPS
Service Agreement.

"Servicer Policies and Practices" means, ¡¡¡ith respect to the Servicer's
.luties under this Annex I, the policies and practices of the Servicer applicable
'o such duties that the Servicer follows with respect to comparable assets that

it services for itself or others, as in effect from time to time and in
accordance with NHPUC Regulations. The Servicer shall provide ten days' prior
written notice to the RaLing Agencies of any amendment to the Servicer Policies
and Practices that would adversely affect in any material respect the
Bondhol-ders.

SECTÏON 2. DATA ACQUISITION

(a) InstaLlation and Maintenance of Meters. Except to the extent that a
TPS is responsibLe for such services pursuant to a TPS Service Agreement, the
Servicer shal1 cause to be installed, replaced and maintained meters in
accordance with the Servicer PoLicies and Practices.

(b) Meter Reading. In accordance with the Servicer Policies and
Practices, the Servicer shaLl obtain usage measurements for each customer;
provided, however, that the Servicer may determine any customer's usagte on the
basis of estimates in accordance with applicable NHPUC Regulations; and,
provided, further, that the Servicer may obtain usage measurements from the
Applicable TPS for customers receiving meter reading services from such TPS if
the applicabLe TPS Service Agreement so provides.

(c) Cost of Metering. The Issuer shall- not be obligated to pay any
costs associated with the metering duties set forth in this Section 2, including
t.he costs of installing, replacing and maintaining meters, nor shal1 the Issuer
be entitled to any credit against the Servicing Fee for any cost savings
'iealized by the Servicer or any TPS as a
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resuLt of new metering and,/or billing technologies.
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SECTION 3. USAGE AND BILL CALCULATION

The Servicer shal1 obtain a caLculation of each customer's usage (which
may be based on data obtained from such customerls meLer read or on usage
estimates determined in accordance with applicable NHPUC Regulations) in
,ccordance $rith t.he Servicer Policies and Practices and shall determine

Lherefrom Billed RRB Charges; provided, however, that in the case of customers
served by a TPS pursuant to a TPS Service Agreement, the Servicer may obtain
usage measurements from the Applicable TPS for customers receiving meter reading
services from such TPS if the applicable TPS Service Agreement so provides and
shalf determine therefrom Billed RRB Charges.

SECTION 4. BILLTNG

(a) The Servicer shall implement the RRB Charge as of the CLosing Date
and shall thereafter bill each customer or the Applicable TPS for each
customer's Bil-l-ed RRB Charges in accordance with the provisions of this Section
L

(b) Frequency of Bi1ls; Billing Practices. In accordance with the
Servicer Policies and Practices, the Servicer shalL generate and issue a Bill to
each cusLomer, ot, in the case of a customer who is being billed by a TPS, to
the ApplicabLe TPS with respect to such customer's Billed RRB Charges. In the
event that the Servicer makes any material modification to the Servicer Poficies
and Practices, it shall notify the Issuer, the Trustee and the Rating Agencies
as soon as practicable, and in no event later than 60 Servicer Business Days
after such modification goes into effect; provided, however, that the Servicer
may not make any modification that wilI materially adversely affect the
Bondhol-ders.

(c) Format.

(i) Each BilI to a customer shaLL contain a stranded cost recovery
charge that shal1 include the RRB Charge owed by such customer for the
applicable billing period.

(ii) Each Bill in which the stranded cost recovery charge is l-isted as
a Line item shal1 contain a statement (as a footnote) to the effect that all or
a portion of the st,randed cost recovery charge is owned by the Issuer and not
the Se11er.

(j-ii) The Servicer shaLl conform to such requirements in respect of the
format, structure and text of Bills del-ivered to customers and TPSs as
applicable NHPUC Regulations shall from time to time prescribe. To the extent
that Bill format, sLructure and text are not prescribed by applicable law or by
applicable NHPUC Regulations, the Servicer shal1, subject to cLauses (i) and
(ii) of this subsection (c), determine the format, structure and text of al-l-
Bills in accordance wj-th its reasonable business judgment, the Servicer Policies
and Practices and historical practice.
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(d) Delivery. Except as provided in the next senLence, the Servicer
shal-l deliver all Bi1ls to customers (i) by United States mai1 in such cLass or
classes as are consistent $ri-th the Servicer Policies and Practices or (ii) by
tny other means, whether el-ectronic or otherwise, that the Servicer may from
)ime to time use in accordance with the Servicer Policies and Practices. In the

case of customers that have elected to be billed by a TPS, the Servicer shall
deliver all Bills to the Applicable TPSs by such means as are mutually agreed
upon by the Servicer and the Applicable TPS in the TPS Service Agreement and
which are consistent with NHPUC Regulations. The Servicer or a TPS, as
applicable, sha11 pay from its own funds alf costs of íssuance and delivery of
all Bills that it. renders, including printing and postage costs as the same may
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increase or decrease from time to time.

SECTÏON 5. CUSTOMER SERVICE FUNCTIONS

The Servicer or a TPS to the extent provided in the applicable TPS

'ervice Agreement shall- handLe al-l- customer inquiries and other customer service
matters according to the Servicer Policies and Practices.

SECTION 6. COLLECTIONS; PAYMENT PROCESSING; REMITTANCE

(a) ColLection Efforts, Policies, Procedures.

(i) The Servicer shall collect Billed RRB Charges from customers and
TPSs as and when the same become due in accordance with such collection
procedures as it folLows with respect to comparable assets that it services for
itsel-f or others, including the following:

(A) The Servicer sha1l prepare and deliver overdue notices to customers
and TPSs in accordance with applicable NHPUC Regulations and the Servicer
Policies and Pract,ices.

(B) The Servicer shall deliver past-due and shut-off notices in
accordance with applicable NHPUC Regulations and the Servicer Policies and
Practices.

(c) The Servicer shalL adhere Lo and carry out disconnection policies
and termination of billing by a TPS pursuant, to a TPS Service Agreement in
accordance with RSA 369-B;4, IV, the Finance Order, applicable NHPUC Regulations
and the Servicer Policies and Practices.

(D) The Servicer may employ the assistance of collection agents in
accordance with applicable NHPUC Regulations and the Servicer Pol-icies and
iractices.

(E) The Servicer shal-I apply customer and TPS deposits to the payment
of delinquent account.s in accordance with applicable NHPUC Regulations and the
Servicer PoLices and Practices.

(ii) The Servicer shall- not waive any late payment charge or any other
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fee or charge relating to delinquent, pa)¡ments, if any, or waive, vary or modify
any terms of payment of any amounts payable by a customer/ in each case unless
such waiver or action: (A) would be in accordance wÍth the Servicer PoLicies and
Pract,ices, (B) wouLd not materially adversely affect the Bondholders, and (B)
would comply j-n al-l- material respects with applicable law.

(iii) The Servicer shall accept payment from customers in respect of
Billed RRB Charges in such forms and methods and at such times and places in
accordance with the Servicer Policies and Practices. The Servicer shall accept
payment, from TPSs in respect of Billed RRB Charges in such forms and methods and
at such times and places as the Servicer and each TPS shall mutually agree in
accordance with the applicable TPS Service Agreement and applicable NHPUC
Regulations.

i (b) Payment Processing, Allocation, eriority of Palrments. The Servicer
shall post all payments received Lo cusLomer or TPS accounts as promptly as
pracÈicable, and, in any event, substantially all paymenÈs shal-1 be posted no
later than one Servicer Busj-ness Day after receipt.

(c) Investment of RRB Charge Pa)¡ment.s Received. Prior to remittance on
the applicable Remittance Date, the Servicer may invest RRB Charge Payments at
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its own risk and for its own benefit, and such investments and funds shal-l not
be required to be segregated from the other investments and funds of the
Servicer. The Servicer shal1 be entitled to retain as additional compensation
any interest earnings on RRB Charge Payments invested by it.

: (d) Calculat.ion of RRB Charge Pa)¡ments; Remittances. In accordance with
Section 4.03(a) of t.he Agreement, the Servicer shall- remit to the Trustee for
deposit in the CollecLion Account an amount equal to the RRB Charge Pa)¡ments
calcul-ated in accordance with t.he methodology described in Annex I1 attached to
the Agreement.

(e) Remittances.

(i) The Issuer shal1 cause to be established the Collection Account in
Lhe name of the Trustee in accordance with Section 8.02 of the Indenture.

(ii) The Servicer shaLl make or cause to be made Remittances to t,he
Co1lecÈion Account in accordance with Section 4.03 of the Agreement.

(iii) Any change of account or change of institution affecting t,he
CollecÈion Account shaLl not take effect until the Issuer has provided at l-east
fifteen (15) Servicer Business Days written noLice thereof to the Servicer.

SECTION 7. TPSS

In the event a TPS performs services pursuant to a TPS Service
Agreement, the Servicer sha1l comply with the procedures set forth in Schedule A
to this Annex I.
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SCHEDULE A

TO ANNEX Ï

Addit.i-onal Servicing Procedures Applicable to TPSs

l-. Establ j-shing TPS Relationship

In addition Lo any actions reguired by the NHPUC or by applicable 1aw,
for each TPS that is responsible for coLlecting Bi1led RRB Charges, the Servicer
shal-I take the following steps:

(a) Maintain adequate records of the payment arrangement
applicable Èo suctr TPS;

(b) Maintain copies of aL1 customer requests to convert to billíng
by a TPS;

(c) Verify with the NHPUC that each TPS is licensed to supply
eLectricity in Neq/ Hampshire;

(d) Obtain information from the TPS including, but not limited to:
name, contact, address, telephone facsimile transmission
number and interneL address;

(e) Maintain and update records of customers to permit prompt
reversion Lo dual-bi1ling;

(f) Maintain estimates of one month's maximum RRB Charge Pa)¡ments
for each TPS required to post a bond, letter of credit or cash
deposit pursuanL to the applicable TPS Service Agreement; and

(g) Comply wit,h credit conditions set out in the Finance order and
applicable TPS Service AgreemenL.
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2. Monitoring TPS Oblígations

(a) The Servicer shal1 reguire each TpS to pay alL un'disputed and
all disputed Bi11ed RRB Charges or make a financial

I arrangement for such payment according to Lhe applicable TPS

) Service Agreement; and
(b) For all TPSs subject to any remittance option where such TPS

is liab1e for all amounts billed in respect of customers
served thereby regardless of the amounts received therefrom,
lhe Servicer shalL monitor pal¡ment compliance and Lake all-
actíons permitted by the NI{PUC and the Finance order in Ëhe
event of a default in pa)¡ment.

3. Enforcing TPS ObligatÍons

The Servicer shall promptly take aff actions specified by the Finance
Order wiLh respect to amounts not remitted to the Servicer in accordance wíth
the pa)¡ment terms specified by the Finance Order, in addition to any other
remedies available at law.
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ANNEX II

REMITTANCE METHODOLOGY

)

</TEXT>
</DocuMENT>
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RENEWAL OF SERVICE CONTRACT 
NORTHEAST UTILITIES SERVICE COMPANY AND 

THE CONNECTICUT LIGHT AND POWER COMPANY 

AGREEMENT, made and entered into as of the thirty-first day of December, 2010, by 
and between Northeast Utilities Service Company ("Service Company") and The Connecticut 
Light and Power Company ("Associate Company"). 

WHEREAS, the Service Contract between Service Company and Associate Company, as 
amended as ofDecember 31,2006, expires as ofDecember 31, 2010; and 

WHEREAS, both companies deem it to be in their best interests to renew the Service 
Contract for an additional period of one year on the same terms and conditions; 

NOW, THEREFORE, in consideration of the promises and of the mutual agreements 
herein contained, it is agreed as follows: 

(1) The Service Contract between Service Company and Associate Company is hereby 
renewed as of January 1, 2011, for a period of one year; and 

(2) All terms and conditions of the Service Contract shall continue in full force and effect 
during such renewal period. 

IN WITNESS WHEREOF, the parties hereto have caused this agreement to be duly 
executed by their respective officers thereunto duly authorized, all as of the day and year first 
above written. 

NORTHEAST UTILITIES SERVICE COMPANY 

Attest: By~&pd 
Na~tly A. Shoop 
Title: Vice President and Treasurer 

THE CONNECTICUT LIGHT AND POWER COMPANY 

Attest: By ~ci~ 
Naml:~ y A. Shoop 
Title: Vice President and Treasurer 

\corpsec\annual subs\12.december\CL&P Renewal.doc 
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· Project Lease 

Lease 

The Rocky River Realty Company 

To 

Northeast Utilities Service Company 

As of April ~, 1992 

Exhibit lE 
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PROJECT LEASE 

THIS LEASE, dated as of April 14 , 1992, by and between 
THE ROCKY RIVER REALTY COMPANY, a corporation duly organized and 
existing under the laws of the State of Connecticut (hereinafter 
the "Landlord"}, and NORTHEAST UTILITIES SERVICE COMPANY, a 
corporation duly organized and existing under the laws of the 
State of Connecticut (hereinafter the ''Tenant"}, 

W I T N E S S E T H: 

That in consideration of the rents, covenants and 
conditions herein set forth, Landlord and Tenant do hereby 
covenant, promise and agree as follows: 

[See the Appendix of Definitions attached hereto and 
made a part hereof as Appendix A for definitions of all 
capitalized terms used in this Lease.] 

Section 1. DEMISED PREMISES: Landlord does hereby 
demise and lease to Tenant, and Tenant does hereby hire and lease 
from Landlord, (a} that certain parcel of land, together with the 
buildings and improvements now or hereafter located thereon, 
located on the easterly side of Selden Street in the Town of 
Berlin, County of Hartford, State of Connecticut, more 
particularly described on Schedule A attached hereto and made a 
part hereof, said parcel being a portion of the land of Landlord 
described on Schedule D attached hereto, and made a part hereof, 
(b) each of the appurtenances as set forth on Schedule A-1 
attached hereto and made a part hereof, and (c) the personal 
property more particularly described in Schedule A-2 attached 
hereto and made a part hereof (said real property, including 
buildings and improvements now or hereafter located thereon, 
appurtenances and personal property are hereinafter called the 
"Demised Premises"}, reserving, however, to the Landlord and its 
assigns, the rights to enter upon and to use the Demised 
Premises, or portions thereof, as set forth in Schedule A-3 
hereto and made a part hereof. 

Section 2. LEASE TERM: The term of this Lease ("Lease 
Term"} shall commence as of April 14 , 1992 and shall, unless 
sooner terminated pursuant to the terms and conditions of this 
Lease, terminate on April JJL, 2017. 

Section 3. DEMISED PREMISES LEASED AS IS: Tenant has 
thoroughly inspected the Demised Premises, the condition of 
title, and any governmental statutes, ordinances, regulations, 
codes and reports relating thereto and is fully satisfied with 
the Demised Premises in all respects and accepts the same as is. 
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Tenant acknowledges that neither Landlord nor its 
representatives, agents or employees have made any representation 
or promise as to the condition of any element or aspect of the 
Demised Premises, its habitability, fitness for a particular 
purpose or for possession, or compliance with any applicable land 
use or zoning law or other restrictions to which the Demised 
Premises may be subject, upon which Tenant has relied. 

Section 4. BENI: (a) Base Rent. During the Lease 
Term, Tenant shall pay to Landlord Base Rent in the amounts and 
in the manner described in Schedule B attached hereto and made a 
part hereof. Notwithstanding any law, rule, policy or court 
decision to the contrary, and in order to induce Landlord to 
enter into this Lease, the Base Rent shall be payable free of 
set-off, counterclaim, abatement or reduction. 

(b) Additional Rent. The Base Rent herein specified 
shall be completely net to Landlord. Accordingly, all costs, 
expenses and obligations of every kind related to the Demised 
Premises or related to Landlord's ownership thereof, or related 
to this Lease, that may arise, become due or relate to any event 
occurring during the Lease Term ("Additional Rent"), whether or 
not the same are design~ted as "Additional Rent", shall be paid 
by Tenant, and Tenant shall indemnify Landlord against and hold 
Landlord harmless from all such costs, expenses and obligations. 
Tenant shall pay Additional Rent required to be paid by Tenant 
under the terms of this Lease, as and when the same are due under 
the terms of the Lease, where specified, or within seven (7) days 
of receipt of written notice from Landlord, where any due date is 
not specified in the Lease. Notwithstanding any law, rule, 
policy or court decision to the contrary, all Additional Rent 
shall be payable without abatement, deduction or offset. 

(c) Default Interest. If Tenant shall fail to pay when due 
any Base Rent or Additional Rent, such unpaid amounts shall bear 
interest from the due date thereof to the date of payment at the 
Interest Rate. This provision shall not be construed to extend 
the date of payment of any such sums or to relieve Tenant of its 
obligation to pay any such sums at the time or times herein 
stipulated. For the purposes of this Lease, the term "Interest 
Rate" shall be the lower of (a) the highest rate allowed by 
applicable law or (b) the interest rate applicable to any overdue 
principal amount as provided under the Notes. 

(d) Prohibitions. Notwithstanding any law, rule, policy 
or court decision to the contrary, and in order to induce 
Landlord to enter into this Lease, no abatement, diminution, or 
reduction of Base Rent, Additional Rent, charges, or other 
compensation shall be claimed by or allowed to Tenant or any 
persons claiming under Tenant, without the Landlord's consent, 
under any circumstances, whether for inconvenience, discomfort, 
interruption of business, or otherwise arising from the making of 
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alterations, changes, additions, improvements, or repairs to any 
buildings now on or which may hereafter be erected on the Demised 
Premises, by virtue or because of any present or future 
governmental laws, ordinances, requirements, orders, directions, 
rules or regulations or by virtue or arising from, and during, 
the restoration of the Demised Premises after the destruction or 
damage thereof by fire or other cause (notwithstanding that 
Landlord shall make all or a portion of the insurance proceeds 
available to Tenant pursuant to Section 12 hereof) or the taking 
or condemnation of a portion only of the Demised Premises as set 
forth in Section 13 hereof (notwithstanding that Landlord shall 
make all or a portion of a condemnation award available to Tenant 
pursuant to Section 13 hereof), or arising from any other cause 
or reason. 

Section 5. INSURANCE: (a) Insurance. Tenant will 
maintain insurance with respect to the Demised Premises in the 
types and amounts provided for in the Note Agreement, and Tenant 
shall pay as Additional Rent all costs, fees and expenses, 
including attorneys fees, incurred by Landlord in maintaining 
such insurance. Such insurance shall (i) as to liability 
insurances, name the Trustee and the Tenant as additional 
insureds as their respective interests may appear, [(ii) provide 
that no action by Landlord or Tenant or any other person shall 
void such policy as to the Trustee,] (iii) provide that for 
effective cancellation, the Tenant and the Trustee shall be 
notified of any proposed cancellation of such policy at least 
thirty (30) days in advance thereof and (iv) allow the Tenant or 
the Trustee to correct any deficiency giving rise to such 
proposed cancellation. 

(b) Indemnification. Tenant shall indemnify and 
hold harmless the Landlord and any holder of an interest in this 
Lease from and against any and all loss or damage to persons or 
property which may be asserted against the Landlord and any 
holder of an interest in this Lease by reason of the ownership or 
operation of the Demised Premises under any workers' compensation 
laws or by reason of any common law or other liability incident 
in any way to the ownership or operation of the Demised Premises. 
Tenant may at its election and at its expense procure insurance 
against any or all such loss or damage. 

Section 6. utiLITIES: Tenant shall be entitled to use 
all existing utility connections, fixtures, risers and services 
but Landlord shall be under no obligation to furnish utilities to 
the Demised Premises. Tenant shall pay directly to providers of 
such services, as Additional Rent, all utilities and services, 
including, but not limited to, gas, electricity, light, heat, 
power and telephone, used or consumed or furnished to the Demised 
Premises, as and when the charges for the same shall become due 
and payable. 
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Section 7. REPAIRS, OPERATION AND MAINTENANCE: General 
Repair, Operation and Maintenance Obligations. 

(a) The Landlord shall not be required to make any 
repairs or improvements of any kind to the Demised Premises. 

(b) The Tenant shall, at all times during the 
Lease Term, and at its own cost and expense, keep and maintain in 
good order and condition, ordinary wear and tear excepted, the 
Demised Premises, including all buildings and improvements on the 
Demised Premises at the commencement of the Lease Term and 
thereafter erected on the Demised Premises, or forming part 
thereof, and their full equipment and appurtenances, and make all 
repairs thereto and restorations, replacements, and renewals 
thereof, both inside and outside, structural and nonstructural, 
extraordinary and ordinary, foreseen or unforeseen, howsoever the 
necessity or desirability for repairs may occur, and whether or 
not necessitated by latent defects or otherwise and shall use all 
reasonable precaution to prevent waste, damage, or injury. 

(c) The Tenant shall also, at its own cost and 
expense, put, keep, replace, and maintain in thorough repair and 
in good, safe, and substantial order and condition, and free from 
dirt, snow, ice, rubbish, and other obstructions or encumbrances, 
parking areas, the sidewalks, areas, coalchutes, sidewalk hoists, 
railings, gutters, and curbs within, in front of, and adjacent to 
the Demised Premises. 

(d) Without limiting the foregoing, the Tenant 
shall be responsible for any and all operation and maintenance 
costs of the Demised Premises, and the costs to Landlord of 
maintaining, ·upgrading, replacing or repairing any fixture, 
utility fixture, road, appurtenance, including without limitation 
the appurtenances listed on Schedule A-1 hereto, or any other 
improvement that Tenant may use or benefit from, in common with 
Landlord or any other tenants of Landlord, in proportion to 
Tenant's pro-rata use or benefit of such improvement. 

(e) The Landlord shall not be required to furnish 
to Tenant any facilities or services of any kind whatsoever 
during the term, such as, but not limited to, water, steam, heat, 
gas, hot water, electricity, light, and power. The Landlord 
shall in no event be required to make any alterations, 
rebuildings, replacements, changes, additions, improvements, or 
repairs during the Lease Term. 

Section 8. QUIET ENJOYMENT: Landlord warrants that it 
is the owner of the Demised Premises in fee simple and has good 
right and lawful authority to enter into this Lease, and that 
Landlord will suffer and permit the Tenant (it keeping all the 
covenants on its part, as hereafter contained) to occupy, 
possess, and enjoy the Demised Premises, without hindrance or 

- 4 -

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 582 of 732



molestation from it or any person claiming, by, from or under it, 
except with respect to applicable present and future laws, and 
those matters listed on Schedule A-4 attached hereto and made a 
part hereof ("Permitted Encumbrances"). 

Section 9. USE OF DEMISED PREMISES: The Demised 
Premises may be used for any purposes whatsoever, provided that 
Tenant shall not use or occupy, or permit the Demised Premises, 
or any part thereof, to be used or occupied for any unlawful 
business, use, or purpose, nor for any business, use or purpose 
reasonably deemed disreputable or extra-hazardous by Landlord, 
nor for any purpose or in any manner which is in violation of any 
present or future governmental laws or regulations or which would 
impair or negate the insurance coverage required hereunder. The 
Tenant shall promptly after the earlier of discovery or notice of 
any such unpermitted, unlawful, disreputable or extra-hazardous 
use, take all necessary steps, legal and equitable, to compel the 
discontinuance of such use. The Tenant shall indemnify the 
Landlord against all costs, expenses, liabilities, losses, 
damages, injunctions, suits, fines, penalties, claims and 
demands, including without limitation, attorneys' fees, arising 
out of any violation or default of these covenants. Tenant shall 
not use or occupy the Demised Premises or any part thereof so 
that the buildings or any other improvements thereon will not be 
insurable by a responsible insurance company or companies against 
loss or damage, without additional premium. 

Section 10. ASSIGNMENT. SUBLETTING AND MORTGAGING BY 
TENANT: (a) Except as otherwise provided in this Section 10, 
Tenant shall not, by operation of law or otherwise, assign, 
mortgage or encumber this Lease, or without Landlord's prior 
written consent, sublet or assign any of its interests in the 
Demised Premises or any part thereof or permit the Demised 
Premises or any part thereof to be used or occupied by others, 
without Landlord's prior written consent in each instance, which 
consent shall not be unreasonably withheld. 

(b) Notwithstanding any provision of this Lease to the 
contrary, provided no default exists by the Tenant under this 
Lease, Tenant may, without the consent of Landlord but after 
notice to Landlord: 

(i) Enter into any of the permitted subleases set 
forth on Schedule c hereto which is made a part hereof 
("Permitted Subleases"), provided, however, that the total area 
demised by such Permitted Subleases, and any and all other 
subleases entered by Tenant with respect to the Demised Premises, 
shall not exceed the limitation set forth in subsection (iv) of 
this Section lO(b); 

(ii) Sublet any part of the Demised Premises to any 
parent, affiliate or wholly owned subsidiary of Tenant; 
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(iii) Assign this Lease in its entirety to an entity 
into which Tenant is merged or consolidated or to which all or 
substantially all of Tenant's assets and business as a continuing 
concern are transferred, or to any entity which controls or is 
controlled by Tenant or is under common control with Tenant 
provided, that in any of such events the entity succeeding to 
Tenant has a net worth computed in accordance with generally 
accepted accounting principles equal to or greater than (1) the 
net worth of Tenant at the date immediately prior to such merger, 
consolidation or transfer, or (2) the net worth of Tenant on the 
date of this Lease, whichever is greater; or 

(iv) Sublet up to fifteen (15%) percent of the 
total space, existing from time to time, in buildings and other 
structures located on the Demised Premises, to any sublessees 
that provide services or products to Tenant or to any parent, 
affiliate, or wholly-owned subsidiary of Tenant, or to the 
employees of any of the foregoing. 

(c) Notwithstanding any provision of this Lease to the 
contrary, Tenant shall remain at all times primarily, jointly, 
and severally liable under this Lease despite any subletting or 
assignment, except that in connection with a permitted assignment 
pursuant to subparagraph (b) (iii) above, Tenant shall be 
released from any and all future obligation or liability 
hereunder upon delivery to Landlord of (i) a duplicate original 
of the assignment, (ii) an agreement wherein the assignee assumes 
or agrees to keep, observe, and perform all obligations to be 
kept, performed and observed under this Lease on the part of the 
Tenant, and (iii) a document evidencing the prior written consent 
to release of the Tenant duly executed by any and all parties, 
including any person or entity to whom Landlord has collaterally 
assigned, pledged or otherwise mortgaged its interest in the 
Demised Premises or this Lease. 

Section 11. COMPLIANCE WITH LAWS, ETC •• Tenant shall, 
at its sole cost and expense, promptly observe and comply with 
all present and future laws, ordinances, requirements, orders, 
directions, rules and regulations, of all governmental and 
regulatory authorities having or claiming jurisdiction over, or 
affecting, the Demised Premises or any part thereof. 

Section 12. DAMAGE BY FIRE OR OTHER CASUALTY: (a) 
General Obligations. If the Demised Premises, or any part 
thereof, shall be damaged or destroyed by fire, other casualty, 
condemnation or other taking as provided in Section 13 hereof, 
whether or not said damage or destruction shall have resulted 
from the fault or neglect of Landlord or Tenant or their 
respective servants, invitees, employees, agents, visitors or 
licensees and whether or not proceeds sufficient to restore or 
rebuild are available, notwithstanding any law, rule, policy or 
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court decision to the contrary, and in order to induce Landlord 
to enter into this Lease, this Lease shall continue in full force 
and effect and Tenant shall, with reasonable diligence, repair or 
replace such damage or destruction, at its sole cost and expense; 
provided, however, that the provisions of this Subsection shall 
not apply if this Lease is terminated pursuant to Section 13(a) 
hereof. 

(b) Rental Payments Continue; Use of Insurance 
Proceeds. As provided in Section 4(c) hereof, Tenant's 
obligation to make payments of Base Rent and Additional Rent 
shall continue unabated notwithstanding partial destruction or 
taking of the Demised Premises (other than a taking which 
terminates the Lease pursuant to Section 13(a) hereof); provided, 
however, that to the extent that Tenant actually makes such 
repairs and replacements as are covered by the proceeds of any 
condemnation award or any insurance covering the interests of 
both Landlord and Tenant (and any assignee of Landlord's interest 
therein, including the Trustee), and Tenant continues to make 
timely payment to Landlord of all Base Rent, Additional Rent, and 
other charges payable hereunder, Landlord shall make any such 
proceeds actually received by it available to Tenant in 
accordance with all of the provisions of Sections 12 and 13 
hereof, and Tenant shall be entitled to apply such proceeds to 
the costs of such repairs and replacements. Any amount of such 
proceeds which is in excess of the cost of such replacements or 
repairs shall be the sole property of the Landlord. 

(c) Notice of Loss. The Tenant shall give the Landlord 
and the Trustee prompt notice of any loss covered by insurance 
and the Landlord shall have the right to join the Tenant in 
adjusting any loss. 

(d) Restoration of the Demised Premises. In the event 
of damage or destruction of the Demised Premises, or any part 
thereof, as a result of casualty, condemnation, taking or other 
cause, the Tenant shall give prompt written notice thereof to the 
Landlord and the Trustee, and (except in the event of a 
condemnation or other taking by which this Lease is terminated 
under Section 13(a) hereof), the Tenant shall promptly commence 
and diligently continue to perform the repair, restoration and 
rebuilding of that portion of the Demised Premises so damaged or 
destroyed (hereinafter, the "Work") so as to restore the Demised 
Premises in full compliance with all legal requirements and so 
that the Demised Premises shall be at least equal in value and 
general utility as they were prior to the damage or destruction, 
and the Tenant shall, prior to the commencement of the Work, 
furnish to the Landlord for its approval: {i) complete plans and 
specifications for the Work, with satisfactory evidence of the 
approval thereof (a) by all governmental authorities whose 
approval is required, (b) by all parties to or having an interest 
in this Lease, including without limitation the Trustee, whose 
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approval is required, and (c) by an architect reasonably 
satisfactory to the Landlord (hereinafter, the "Architect") and 
which shall be accompanied by the Architect's signed estimate, 
bearing the Architect's seal, of the entire cost of completing 
the Work; {ii) certified or photostatic copies of all permits and 
approvals required by law in connection with the commencement of 
the Work and as and when obtainable, the conduct of the Work and 
{iii) a surety bond andjor guaranty of the payment for and 
completion of the Work, which bond or guaranty shall be in form 
and substance satisfactory to the Landlord and.shall be signed by 
a surety or sureties, or guarantor or guarantors, as the case may 
be, who are acceptable to the Landlord, and in an amount not less 
than the Architect's estimate of the entire cost of completing 
the Work, less the amount of insurance proceeds {or condemnation 
award), if any, then held by the Landlord for application toward 
the cost of the Work. 

The Tenant shall not commence any of the Work until the 
Tenant shall have complied with the applicable requirements 
referred to in this Section l2(d), and after commencing the Work 
the Tenant shall perform the Work diligently and in good faith in 
accordance with the plans and specifications referred to in this 
Section 12(d). 

The Tenant shall pay the full cost of any repairs or 
restorations to the Demised Premises which cost is not covered by 
the proceeds of any insurance or condemnation award, whether or 
not any such proceeds or award is available. 

(e) Restoration; Advances. In the event that the 
Landlord recovers insurance proceeds (or, in the case of 
condemnation or taking, the award therefor) on account of damage 
or destruction to the Demised Premises, such proceeds or award 
(if any) less the cost, if any, to the Landlord of such recovery 
and of paying out such proceeds (including reasonable attorneys' 
fees and costs allocable to inspecting the Work and the plans and 
specifications therefor), shall be applied by the Landlord to the 
payment of the cost of the Work and shall be paid out from time 
to time to the Tenant and/or, at the Landlord's option exercised 
from time to time, directly to the contractor, subcontractors, 
materialmen, laborers, engineers, architects and other persons 
rendering services or materials for the Work, as said Work 
progresses except as otherwise hereinafter provided, but subject 
to the following conditions, any of which the Landlord may waive: 

{i) the Architect shall be in charge of the Work; 

(ii) each request for payment shall be made on seven (7) 
days' prior notice to the Landlord and shall be accompanied by 
(a) a certificate of the president or chief financial officer of 
the Tenant, specifying the party to whom (and for the account of 
which) such payment is to be made and (b) a certificate of the 
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Architect if one be required under subsection (d) above, 
otherwise by a certificate of the president or chief financial 
officer of the Tenant, as applicable, stating (1) that all of the 
Work completed has been done in compliance with the approved 
plans and specifications, if any be required under said 
subsection (d), and in accordance with all provisions of law; (2) 
the sum requested is justly required to reimburse the Tenant for 
payments by the Tenant to, or is justly due to, the contractor, 
subcontractors, materialmen, laborers, engineers, architects or 
other persons rendering services or materials for the Work 
(giving a brief description of such services and materials), and 
that when added to all sums, if any, previously paid out by the 
Landlord does not exceed the value of the Work done to the date 
of such certificate, and (3) that the amount of such proceeds 
remaining in the hands of the Landlord, will be sufficient on 
completion of the Work to pay for the same in full (giving in 
such reasonable detail as the Landlord may require an estimate of 
the cost of such completion); 

(iii) each request shall be accompanied by waivers of 
liens, or if unavailable, lien bonds, satisfactory to the 
Landlord covering that part of the Work previously paid for, if 
any, and by a search prepared by a title insurance company 
satisfactory to the Landlord or by Landlord's counsel or by other 
evidence satisfactory to the Landlord, that there has not been 
filed with respect to the Demised Premises any mechanic's lien or 
other lien or instrument for the retention of title in respect of 
any part of the Work not discharged of record and that there 
exist no encumbrances on or affecting the Demised Premises (or 
any part thereof) other than encumbrances, if any, existing as of 
the date hereof and which have been approved by the Landlord; 

(iv) no event shall have occurred and be continuing 
which with the passage of time or the giving of notice, or both, 
would constitute an Event of Default pursuant to Section 20 
hereof; and 

(v) the request for any payment after the Work has been 
completed shall be accompanied by certified copies of all 
certificates, permits, licenses, waivers and/or other documents 
required by law (or pursuant to any agreement binding upon the 
Tenant or affecting the Demised Premises or any part thereof) to 
render occupancy of the Demised Premises legal. 

Any such proceeds or award remaining in the Landlord's hands 
after the completion of the Work and payment in full therefor, or 
upon the Tenant's failure to commence and diligently complete the 
Work, shall be the sole property of the Landlord, and the 
Landlord shall owe no duty to account therefor to Tenants or to 
apply the same to the amounts due to the Landlord from the Tenant 
hereunder. 

- 9 -

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 587 of 732



,----------------------------------------------------------------------------

(f) Restoration by the Tenant. If within one hundred 
twenty (120) days after the occurrence of any damage or 
destruction to the Demised Premises, the Tenant shall not have 
submitted to the Landlord and received the Landlord's approval of 
plans and specifications for the repair, restoration and 
rebuilding of the Demised Premises so damaged or destroyed 
(approved by the Architect and by all governmental authorities 
and other persons or entities, if any, whose approval is 
required), or if, after such plans and specifications are 
approved by all such governmental authorities and other persons 
or entities, if any, and the Landlord, the Tenant shall fail to 
commence promptly such repair, restoration and rebuilding, or if 
thereafter the Tenant fails diligently to continue such repair, 
restoration and rebuilding or is delinquent in the payment to 
mechanics, materialmen or others of the costs incurred in 
connection with such Work, or if the Tenant shall fail to repair, 
restore and rebuild promptly the Demised Premises so damaged or 
destroyed, then, in addition to all other rights herein set 
forth, and after giving the Tenant ten (lO) days' written notice 
of the nonfulfillment of one or more of the foregoing conditions, 
the Landlord, Trustee or any lawfully appointed receiver of the 
Demised Premises, may at their respective options, perform or 
cause to be performed such repair, restoration and rebuilding, 
and may take such other steps as they deem advisable to perform 
such repair, restoration and rebuilding, and upon twenty-four 
(24) hours' prior written notice to the Tenant, the Landlord may 
enter upon the Demised Premises to the extent reasonably 
necessary or appropriate for any of the foregoing purposes, and 
the Tenant hereby waives, for the Landlord and all others holding 
an interest in Landlord's interest in this Lease, including the 
Trustee, any claim against the Landlord, Trustee and such 
receiver arising out of anything done by the Landlord, Trustee or 
such receiver pursuant hereto, and the Landlord, Trustee or such 
receiver, may, at its option, apply insurance proceeds (without 
the need by the Landlord or Trustee to fulfill any other 
requirements of this Lease) to reimburse the Landlord or Trustee 
and/or such receiver for all amounts expended or incurred by 
them, respectively, in connection with the performance of such 
Work, and any excess costs shall be paid by the Tenant to the 
Landlord upon demand, and such payment of excess costs shall be 
deemed Additional Rent and due on demand. 

(g) Waiver. In order to induce Landlord to enter into 
this Lease, Tenant hereby expressly waives the provisions of any 
statute or law granting to Tenant the right or option to continue 
or terminate this Lease or to remain in or vacate the Demised 
Premises in the event of damage thereto or destruction thereof, 
and Tenant hereby agrees that the provisions of this Section 
shall govern and control in lieu of the provisions of any such 
statute or law. 
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Section 13. EMINENT DOMAIN: (a) Termination on 
Complete Taking. Notwithstanding anything to the contrary in 
Section 12 hereof, if the Demised Premises or such part thereof 
as would render the remainder of the Demised Premises unusable 
for the conduct of Tenant's operations on the Demised Premises as 
they are then being conducted (as determined by Landlord in its 
reasonable discretion) shall be taken in condemnation proceedings 
or by virtue of the exercise of eminent domain or for any public 
or quasi public improvement or use, Tenant's obligations under 
this Lease, including the obligation to pay Base Rent and 
Additional Rent hereunder, shall continue up to and including the 
later of (i) the date that actual possession of the Demised 
Premises, or that portion thereof, is taken by the condemning 
authority, if this Lease has not been terminated by the 
condemning authority, or (ii) the date that this Lease is 
terminated by the condemning authority and title to the Demised 
Premises or the part so taken has vested in the condemning 
authority, upon which date this Lease shall terminate as though 
the Lease Term had expired. If this Lease is terminated as a 
result of any such taking as provided in this Subsection, Tenant 
shall have no right to any part of the damages assessed for the 
taking of the Demised Premises. All sums recovered or awarded 
for such taking or for damages for such taking shall belong to 
and are hereby assigned to Landlord. 

(b) Partial Taking. In the event this Lease-shall not 
be terminated as a result of a taking pursuant to Section 13(a) 
above, the Tenant shall, with reasonable diligence, repair and 
restore that portion of the Demised Premises not so taken, and 
the Landlord shall make all or a portion of the condemnation 
award (up to the amount of the cost of such repairs and 
restoration), when received, available to Tenant for application 
toward such costs in the manner otherwise specified in Section 12 
in the case of casualty. No repairs or restoration shall be 
commenced without the prior written approval of Landlord, which 
approval shall not be unreasonably withheld. Tenant's obligation 
to pay Base Rent and Additional Rent shall continue, without 
abatement, deduction or offset, notwithstanding the foregoing. 

(c) Waiver. In order to induce Landlord to enter into 
this Lease, Tenant hereby expressly waives the provisions of any 
statute or law granting to Tenant any rights or options that 
affect the agreements of the parties contained in this Section, 
and Tenant agrees that the provisions of this Section shall 
govern and control in lieu of the provisions of any such statute 
or law. 

Section 14. ASSIGNMENT OF RENTS AND ATTORNMENT: 

(a) Assignments. Landlord may assign all right, title 
and interest in, to and under this Lease, including all rights to 
consent, approve, or exercise any option or election, rents, 

- 11 -

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 589 of 732



issues, profits and proceeds (including, without limitation, 
casualty and condemnation proceeds) payable now or hereafter to 
Landlord from Tenant under this Lease, to the Trustee, or to any 
bank, insurance company or similar financial institution which 
shall have the same rights and duties as the Trustee hereunder, 
whether or not such assignee is the holder of any mortgage and, 
upon written notice from Landlord, Tenant will make such rent 
and/or other payments, as and when due under this Lease, directly 
to any such assignee designated by Landlord. 

(b) Tenant's Duties to the Trustee. Without limitation 
of any other agreement entered into between the Trustee and the 
Tenant, Landlord and Tenant agree so long as Landlord has any 
outstanding monetary obligations to Trustee or any of the owners 
of the Notes, the following provisions shall apply: 

(i) There shall be no cancellation, surrender, or 
modification of this Lease by joint action of Landlord and Tenant 
without the prior consent in writing of the Trustee; 

(ii) Tenant shall, upon sending Landlord any notice 
of default pursuant to Section 21 hereof, simultaneously send a 
copy of such notice to the Trustee, and no such notice to 
Landlord shall be effective unless such copy is sent to the 
Trustee. Tenant agrees that the Trustee shall, after receipt of 
such notice, have the right to cure or cause the cure of any 
default of Landlord hereunder, for the same cure period permitted 
to Landlord hereunder, and Tenant agrees to accept such 
performance by or at the instigation of the Trustee as if the 
same had been done by Landlord. 

(iii) In the event that the Trustee acquires 
Landlord's interest hereunder by judicial proceedings or 
otherwise, then, upon written request of the Trustee, Tenant 
agrees to accept the Trustee as a party to this Lease, to re
execute a lease upon substantially the same terms and conditions 
as this Lease for the then remaining term hereof, and to accord 
the Trustee full right, title, interest and privileges accorded 
to Landlord hereunder. In any such event, the Trustee shall not 
be liable for any prior acts or omissions of the Landlord. 

(iv) Tenant shall, on or before ten (10) days 
after a request by the Trustee or Landlord, execute, acknowledge 
and deliver to the Trustee an agreement, prepared at Landlord's 
sole cost and expense, in form satisfactory to Landlord and 
Trustee, between Landlord, Tenant and the Trustee, memorializing 
all of the provisions of this Section 14 and further assent to 
the terms of the assignment by Landlord of its interests 
hereunder to the Trustee, and such other documentation as Trustee 
reasonably requests from time to time. 
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Section 15. ALTERATIONS, INSTALLATIONS AND CHANGES. 
Tenant may, at its sole cost and expense, from time to time 
redecorate the Demised Premises and make such alterations, 
installations and changes in such parts thereof as it shall deem 
necessary or desirable for its purposes; provided, however, that 
no alteration, installation or change costing in excess of 
$1,ooo,ooo.oo shall be commenced without the prior written 
approval of Landlord, which approval shall not be unreasonably 
withheld. All alterations, improvements, renewals and replace
ments made in or upon the Demised Premises by Tenant shall 
immediately belong to Landlord and become part of the Demised 
Premises. 

Section 16. SIGNS. With the prior written consent of 
Landlord, Tenant shall, at its own expense, have the right to 
install, maintain, change and remove any signs on the Demised 
Premises. Tenant may continue to maintain any existing signs on 
other land of the Landlord, in their current locations, at 
Tenant's sole expense, subject to the right of Landlord to 
terminate such right, upon thirty (30) days advance written 
notice to Landlord. All such signs shall be erected and 
maintained in accordance with all laws and regulations pertaining 
thereto. Upon the termination of this Lease, Tenant shall remove 
any such signs and restore the areas occupied by such signs to 
the condition existing prior to the installation thereof. 

Section 17. ACCESS TO DEMISED PREMISES. 
permit Landlord or Landlord's agents to enter upon 
Premises, at all reasonable hours, for the purpose 
the same. 

Tenant shall 
the Demised 
of inspecting 

Section 18. IMPROVEMENTS AND TRADE FIXTURES AT END OF 
IEBM: (a) Improvements to Demised Premises. At the expiration 
or earlier termination of the Lease Term, Tenant shall surrender 
to Landlord the Demised Premises, -together with all alterations, 
improvements, renewals and replacements thereof, in good order, 
condition and state of repair, ordinary wear and tear excepted. 

(b) Trade Fixtures. All non-structural installations 
made by and at the expense of Tenant for the purpose of the 
conduct of its business on the Demised Premises (hereinafter 
referred to as "Trade Fixtures") shall at all times be and remain 
the sole property of Tenant and may be removed by Tenant at any 
time during, or at the end of, the Lease Term, provided that the 
same can be removed without structural damage to the Demised 
Premises and Tenant places the Demised Premises in the same 
condition as they were prior to the installation or placement of 
the Trade Fixtures on the Demised Premises. 

Section 19. CURING TENANT'S OEFAQLTS: If Tenant shall 
be in default in the performance of any of the agreements, 
conditions, covenants or terms of this Lease beyond applicable 
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notice and grace periods, or in the payment of any amounts 
required to be paid hereunder by Tenant, including, without 
limitation, payment of premiums in connection with any insurance 
policies required to be maintained pursuant to the 
terms hereof, any other charges under this Lease, repair and 
maintenance obligations, keeping the Demised Premises free of any 
mechanics or other liens, or making any other payment or 
performing any other act on Tenant's part to be paid or performed 
as provided herein, then Landlord may, but shall not be obligated 
to, upon thirty (30) days written notice to Tenant or without . 
notice in an emergency, pay or perform the same for the account 
of Tenant without waiving the performance of or releasing Tenant 
from any of Tenant's agreements, obligations or covenants 
hereunder. Any amount paid, or any expenses or liability 
incurred, including attorneys' fees, by Landlord for the account 
of the Tenant as aforesaid, shall be deemed to be Additional 
Rent, payable immediately upon demand. The foregoing remedy 
shall be in addition to and not in limitation of all of the 
rights and remedies of Landlord described in this Lease. 

Section 20. DEFAULTS: (a) Events of Default. Each of 
the following shall be deemed an Event of Default by Tenant 
hereunder and a breach of this Lease: 

(i) A failure by Tenant in the payment of the Base Rent, 
any Additional Rent or any other charges due hereunder within 
thirty (30) days after its due date; (ii) a default in the 
performance or observance of any other covenant, condition or 
provision of this Lease to be performed or observed by Tenant and 
continuing for a period of thirty (30) days after the earlier to 
occur of (A) Tenant's obtaining actual knowledge of such default 
or (B) Tenant's receipt of written notice of such default; 
provided, however, that in the case of any such default which 
cannot be cured by the payment of money but which is otherwise 
curable, if such default cannot be cured within such thirty (30) 
day period, then and so long as the Landlord is not (and could 
not reasonably be expected to be) materially adversely affected 
by such default and so long as the Tenant is proceeding with due 
diligence to cure such default and is submitting periodic reports 
on request of Landlord with respect to the efforts to effect such 
cure, such thirty (30) day period shall be extended for up to an 
additional ninety (90) days to the extent required to permit 
Tenant, proceeding with due diligence, to cure such default; 
(iii) the filing of a petition by or against Tenant for 
adjudication as a bankrupt under the Federal Bankruptcy Code 
(hereinafter referred to as the "Bankruptcy Laws") as now or 
hereafter amended or supplemented, or for reorganization or for 
arrangement within the meaning of or pursuant to any of the 
Bankruptcy Laws, or the filing of any petition by or against 
Tenant under any future bankruptcy act or law for the same or 
similar relief; the commencement of any action or proceeding for 
the liquidation of Tenant whether instituted by or against 
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Tenant, or for the appointment of a receiver or trustee of the 
property of Tenant, or any material portion thereof; the taking 
of possession of the property of Tenant by any governmental 
officer or agency pursuant to statutory authority for the 
dissolution, rehabilitation, reorganization or liquidation of 
Tenant; the making by Tenant of an assignment for the benefit of 
creditors; however, if any of such actions shall be involuntary 
on the part of Tenant, the event in question shall not be deemed 
a default within the meaning of this Lease if cured by Tenant 
within sixty (60) days thereof; (iv) the abandonment or vacating 
of the Demised Premises by Tenant; (v) two or more events of 
default under this Lease in any consecutive twelve (12) month 
period, whether or not the same may have been cured in any 
applicable cure period; or (vi) any default by Tenant which is 
defined as an Event of Default under any agreements ("Assignment 
Documents") between the Landlord and an assignee of Landlord's 
interest hereunder, including without limitation the Trustee, 
shall be an Event of Default hereunder, and to the extent there 
is any conflict between the provisions governing default 
contained in this Lease and the provisions governing default 
contained in any of the Assignment Documents, the provisions of 
the Assignment Documents shall govern. 

(b) Termination. If an Event of Default under the Lease 
has occurred and is continuing beyond any applicable cure 
periods, Landlord may terminate this Lease. 

(c) Rights On Termination. Upon a termination of this 
Lease by Landlord, in accordance with Section 20(b) hereof, 
Tenant shall quit and peacefully surrender the Demised Premises 
to Landlord and Landlord, upon or at any time after any such 
expiration or termination, may without further notice, enter upon 
the Demised Premises and possess itself thereof, by self help (to 
the extent permitted by law), summary process, ejectment or 
otherwise it being understood and agreed that no demand for the 
Base Rent or Additional Rent and no re-entry for conditions 
broken as at common law may be necessary to enable the Landlord 
to recover such possession and that no demand for the Base Rent 
to Additional Rent and no re-entry for conditions broken pursuant 
to any statutes now or hereafter existing relating to summary 
process, ejectment, or any other action for the possession of the 
Demised Premises shall be necessary, the right to the same being 
hereby waived by the Tenant (to the extent permitted by 
applicable law), and the Landlord shall not be deemed guilty of 
any manner of trespass, nor shall Landlord be liable to 
indictment, prosecution or damages therefor, and Landlord may 
dispose Tenant and remove Tenant and all other persons or 
entities and property from the Demised Premises. 

(d) Waiver of Notice to Quit. Tenant hereby expressly 
waives the right of service of any notice to quit provided for in 
any statute, or of Landlord's intention to institute legal 
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proceedings to that end, and Tenant, for and on behalf of itself 
and all persons claiming through or under Tenant, also waives any 
and all legal and equitable or other rights of redemption or re
entry or re-possession or to restore the operation of this Lease 
in case Tenant shall be dispossessed by summary process, 
ejectment or by warrant of any court or judge or in case of re
entry or repossession by Landlord or in the case of any other 
expiration or termination of this Lease. 

(e) Liability for Rent. In the event of a cancellation 
or termination of this Lease pursuant to this Section, or 
otherwise (except a termination of this Lease pursuant to Section 
13{a) hereof), and notwithstanding the re-entry by Landlord, 
Tenant shall, nevertheless, remain liable to Landlord for the 
payments of the Base Rent and Additional Rent at the times and in 
the manner as such payments would otherwise have been due and 
payable but for such termination, without abatement, deduction or 
offset, for the remainder of the Lease Term. Landlord may, 
without notice, repair or alter the Demised Premises in such 
manner as Landlord may deem necessary or advisable, and/or let or 
relet the Demised Premises, and any and all parts thereof, for 
the whole or any part of the remainder of the then remaining 
Lease Term, in Landlord's name, or as the agent of Tenant and out 
of the rent so collected or received, Landlord shall first pay to 
itself the expense and cost of retaking, repossessing, repairing 
and altering the Demised Premises and the expense of moving 
persons and property therefrom, and second, pay to itself any 
cost or expense sustained in securing any new tenant or tenants, 
and third, pay to itself any balance remaining on account of the 
liability of Tenant to Landlord for the sum equal to the Base 
Rent, Additional Rent and any additional charges due hereunder 
and unpaid by the Tenant for the remainder of the Lease Term. 
There shall be included in any such costs, as aforesaid, 
attorneys' fees incurred therewith. 

Should any rent so collected by Landlord, after payments 
aforesaid, be insufficient to fully pay to Landlord a sum equal 
to the Base Rent and Additional Rent and any additional charges 
due hereunder, the balance or deficiency shall be paid by Tenant 
on the days above specified, that is, upon each of such due date, 
Tenant shall pay to Landlord the amount of the deficiency then 
existing and Tenant hereby agrees to be and remain liable for any 
such deficiency; and the right of Landlord to recover from Tenant 
the amount thereof, or a sum equal to the amount of the Base Rent 
and Additional Rent and any additional charges due hereunder, 
whether or not there shall be a reletting, shall survive any 
summary process, ejectment, other action or other termination of 
this Lease; and Tenant hereby expressly waives any defense that 
might be predicated upon any such action of summary process, 
ejectment or other action or other termination or cancellation of 
this Lease. Should any rent so collected by Landlord after the 
payments aforesaid be in excess of the Base Rent and Additional 
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Rent and any additional charges due hereunder, such excess shall 
be applied by Landlord against any Base Rent and Additional Rent 
and any additional charges due hereunder thereafter coming due 
and payable. 

suit or suits for the recovery of such deficiency or 
damages, or for a sum equal to any installment or installments of 
Base Rent or Additional Rent hereunder, may be brought by 
Landlord from time to time, at its election, and nothing herein 
contained shall be deemed to require Landlord to wait until the 
date whereon this Lease or the Lease Term would have expired by 
limitation had there been no such default by Lessee and no such 
termination or cancellation. 

Section 21. (a) LANDLORD'S DEFAULT: (a) Events of 
oefault. If Landlord shall neglect or fail to perform or observe 
any of the covenants on the part of the Landlord herein, 
contained and such default shall continue more than thirty (30) 
days following written notice thereof, as required herein, to 
Landlord and Trustee or any other holder of an assignment of this 
Lease, without the Landlord or such other secured party having 
commenced remedy of such default, or if Landlord or such other 
secured party shall fail to continue to conclusion the action 
reasonably necessary to remedy such default with diligence and 
dispatch, then the Tenant may cause such default to be cured, and 
require the Landlord to reimburse it, subject to the provisions 
of subsection (b) hereof, for all of the Tenant's reasonable 
costs of curing such default within a reasonable time of demand 
therefor. Notwithstanding anything to the contrary contained 
herein, Tenant has no rights whatsoever to terminate this Lease 
nor, should this Lease be terminated by action of the Landlord, 
shall Tenant be relieved of any of its obligations to pay Base 
Rent and Additional Rent, as and when the same are due. 

(b) Limitation of Liabilitv. Notwithstanding 
anything to the contrary contained in this Lease, Tenant shall 
look solely to the estate of Landlord in the Demised Premises and 
the rentals therefrom for the collection of any judgment (or 
other judicial process) requiring the payment of money by 
Landlord in the event of any default or breach by Landlord with 
respect to any of the terms, covenants and conditions of this 
Lease to be observed and performed by Landlord, and no other 
assets of Landlord shall be subject to levy, execution or other 
judicial process for the satisfaction of Tenant's claims. In the 
event Landlord conveys or transfers its interest in the Demised 
Premises or in this Lease, except as collateral security for a 
loan, upon such conveyance or transfer, Landlord (and in the case 
of any subsequent conveyances or transfers, the then qrantor or 
transferor) shall be entirely released and relieved from all 
liability with respect to the performance of any terms, covenants 
and conditions on the part of Landlord to be performed hereunder 
from and after the date of such conveyance or transfer, provided 
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that any amounts then due and payable to Tenant by Landlord (or 
by the then grantor or transferor) or any other obligations then 
to be performed by Landlord (or by the then grantor or 
transferor) for Tenant under any provisions of this Lease, shall 
either be paid or performed by Landlord (or by the then grantor 
or transferor) or such payment or performance assumed by the 
grantee or transferee; it being intended hereby that the 
covenants and obligations on the part of Landlord to be performed 
hereunder shall be binding on Landlord, its successors and 
assigns only during and in respect of their respective periods of 
ownership of an interest in the Demised Premises or in this 
Lease. 

Section 22. NON-LIABILITY AND INDEMNIFICATION OF 
LANDLORD: Tenant hereby agrees to indemnify and hold Landlord 
and Trustee and any other holders of any assignment of this 
Lease, and their respective agents, servants and employees, 
harmless from and against any and all liabilities, damages, 
expenses, fees (including, without limitation, attorneys' fees), 
penalties, actions, causes of action, suits, costs, claims or 
judgments arising from injury to any persons or property in or 
about or traceable to the Demised Premises from any cause 
whatsoever or, by whomsoever caused, except to the extent such is 
due to the gross negligence or willful misconduct on the part of 
Landlord or Trustee or any other holders of any assignment of 
this Lease, or any of their respective agents, servants or 
employees (unless damage or injury is to Tenant's property, 
whereupon said parties shall have no liability to Tenant under 
any circumstances) and Tenant is not insured against such loss, 
damage, injury or other casualty by insurance then carried 
pursuant to the terms of Section 5 hereof. 

Section 23. TENANT'S OBLIGATION TO PISCHARGE MECHANIC'S 
LIENS: If, as a result of Tenant performing its obligations 
hereunder or in the making of any repairs, replacements, 
alterations, installations and/or changes in or upon the Demised 
Premises as permitted hereunder, any mechanic's or other lien or 
order for the payment of money shall be filed against the Demised 
Premises by reason of, or arising out of any labor or material 
furnished or alleged to have been furnished or to be furnished 
to, or for, Tenant at the Demised Premises or for or by reason of 
any change, alteration or addition by Tenant, or the cost or 
expense thereof, or any contract relating thereto, or against 
Landlord as fee owner thereof by reason of such work or contract 
of Tenant, Tenant shall cause the same to be canceled and 
discharged of record, by bond or otherwise, or establish a 
reasonable escrow, all at the sole expense of Tenant, within 
thirty (30) days after the filing of said lien or order, and 
shall also defend, on behalf of Landlord, at Tenant's sole cost 
and expense, any action, suit or proceeding that may be brought 
thereon or for the enforcement of such lien or order, and Tenant 
will pay any damages and discharge any judgment entered therein 
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and save harmless Landlord from and indemnify it against any 
claim, damage or costs, including attorneys' fees, resulting 
therefrom. 

Section 24. CERTIFICATES BY TENANT: Tenant shall, at 
any time and from time to time, upon not less than ten (10) days 
prior notice by Landlord, execute, acknowledge and deliver to 
Landlord a statement in writing certifying that this Lease is 
unmodified and in full force and effect (or if there have been 
modifications, that the same is in full force and effect as 
modified and stating such modifications or, if not in full force 
and effect, stating the reasons therefor and the status of the 
Lease), and the dates to which the Base Rent, Additional Rent and 
other charges have been paid, and stating, to the best of its 
knowledge, whether or not Landlord or Tenant are in default in 
performance of the terms of this Lease and, if so, specifying 
each such default of which Tenant may have knowledge, it being 
intended that any such statement delivered pursuant to this 
Section may be relied upon by any prospective purchaser of the 
Demised Premises or any lenders. Tenant shall have the same 
rights to certificates, upon the same notice to Landlord. 

Section 25. HOLDING OVER: In the event Tenant shall 
continue in occupancy of the Demised Premises after the expira
tion of the Lease Term, such occupancy shall not be deemed to 
extend or renew the Lease Term, but such occupancy shall continue 
as a tenancy from month to month upon the same terms, covenants, 
conditions and provisions herein contained. 

Section 26. REAL ESTATE TAXES: Tenant shall pay as 
Additional Rent directly to the. authority charged with the 
receipt thereof all Real Estate Taxes. Either Landlord or Tenant 
may contest any Real Estate Taxes with the appropriate authority, 
provided that, during any contest, Tenant shall continue to make 
all required Real Estate Tax payments. All refunds shall be 
applied to the Base Rent or Additional Rent next due and payable 
or, if none, shall be refunded to Tenant. This provision shall 
survive termination of this Lease. 

Section 27. TIME OF THE ESSENCE: Time and punctuality 
shall be of the essence of this Lease, but no delay or failure of 
Landlord ~o enforce any of the provisions herein and no conduct, 
statement or agreement of Landlord which might otherwise alter, 
change or waive any of the provisions herein, shall waive or 
change any of Landlord's rights hereunder or prevent Landlord 
from enforcing such rights, unless and until to the extent such 
waiver, change or agreement shall be clearly expressed in a 
writing signed by Landlord. 

Section 28. ENTIRE AGREEMENT: This instrument contains 
the entire and only agreement between the parties regarding the 
demising of the Demised Premises and no oral statements or 
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representations or prior written matter not contained in this 
instrument shall have any force and effect. This Lease may only 
be changed, modified or discharged by an agreement in writing 
executed by the parties hereto. 

Section 29. PARTIAL INVALIDITY: If any term, covenant, 
condition or provision of this Lease or the application thereof 
to any person or circumstance shall, to any extent, be invalid or 
unenforceable, the remainder of this Lease, or the application of 
such term or provision to persons or circumstances other than 
those as to which it is held invalid or unenforceable, shall not 
be affected thereby, and each term, covenant, condition and 
provision of this Lease shall be valid and be enforced to the 
fullest extent permitted by law. 

Section 30. NOTICE OF LEASE: Each party shall at any 
time, at the request of the other, promptly execute duplicate 
originals of an instrument, in recordable form, that will 
constitute a notice of lease under C.G.S. Section 47-19 or any 
successor statute thereof. 

Section 31. HEADINGS: The headings for the various 
Sections and subsections covered in this Lease are used only as 
matter of convenience as an aid to finding the subject matters 
and are not to be construed as part of this Lease and shall not 
in any way limit or amplify the terms or provisions of this 
Lease. 

Section 32. NOTICES: All notices and requests herein 
provided for shall be considered given or made when mailed, by 
registered mail, postage prepaid, as follows: 

To Landlord: 

The Rocky River Realty Company 
P.O. Box 270 
Hartford, Connecticut 06141-0270 
Attn: Assistant Treasurer 
(For u.s. Mail or Hand Delivery) 

To Tenant: 

Northeast Utilities Service Company 
P.O. Box 270 
Hartford, Connecticut 06141-0270 
Attn: Assistant Treasurer 
(For U.S. Mail or Hand Delivery) 
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To Trustee: 

The Connecticut National Bank 
777 Main Street (MSN 238) 
Hartford, Connecticut 06115 
Attn: Elizabeth Hammer, Trust Officer 
(For u.s. Mail or Hand Delivery) 

or to such other address as the addressee may, ·from time to time, 
designate in writing. 

Section 33. CONSTRUCTION: This Lease is made and 
executed in and is to be construed under the laws of the State of 
Connecticut. 

Section 34. SUCCESSORS AND ASSIGNS: Except as 
otherwise provided herein, the agreements, conditions, covenants 
and terms herein contained shall, in every case, apply to, be 
binding, and inure to the benefit of the parties hereto and their 
respective successors and assigns, with the same force and effect 
as if specifically mentioned in each instance where a party 
hereto is named; provided, however, that no assignment or 
transfer of this Lease by Tenant, in violation of the provisions 
of this Lease, shall vest in any such assignee or transferee any 
right or title in or to the leasehold estate hereby created. 

Section 35. COUNTERPARTS: This Lease shall be 
simultaneously executed in several counterparts, each of which 
shall be an original and all of which shall constitute but one 
and the same instrument. 

Section 36. DUE AUTHORIZATION: (a) Landlord. The 
person executing this Lease on behalf of the Landlord hereby 
covenants, represents and warrants that (i) the Landlord is an 
existing corporation in good standing under the laws of the State 
of Connecticut (a Certificate of Good Standing evidencing such 
status shall be provided upon request of the other party hereto); 
(ii) the Landlord has all the requisite power and authority to 
undertake the obligations hereunder; (iii) the person executing 
this Lease on behalf of the Landlord is an officer of the 
Landlord and that he as such officer has been duly authorized to 
execute, acknowledge and deliver this Lease, and this Lease is a 
valid, binding and enforceable obligation of the Landlord 
(corporate resolutions evidencing subsections (ii) and (iii) 
hereof shall be provided upon request of any party hereto). 

(b) Tenant. The person executing this Lease on behalf 
of the Tenant hereby covenants, represents and warrants that (i) 
the Tenant is an existing corporation in good standing under the 
laws of the State of Connecticut (a Certificate of Good Standing 
evidencing such status shall be.provided upon request of the 
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other party hereto); (ii) the Tenant has all the requisite power 
and authority to undertake the obligations hereunder; (iii) the 
person executing this Lease on behalf of the Tenant is an officer 
of the Tenant and that he as such officer has been duly 
authorized to execute, acknowledge and deliver this Lease, and 
this Lease is a valid, binding and enforceable obligation of the 
Tenant (corporate resolutions evidencing subsections (ii) and 
(iii) hereof shall be provided upon request of any party hereto). 

IN WITNESS WHEREOF, the parties hereto have hereunto set 
or caused to be set their hands as of the day and year above 
written. 

Signed, sealed and delivered by 
in the presence of: 

/s/ Bruce F. Garelick 

/s/ Scott B. Jazynka 

Signed, sealed and delivered by 
in the presence of: 

/s/ Bruce F. Garelick 

/s/ Scott B. Jazynka 

THE ROCKY RIVER REALTY COMPANY 

By /s/ Eugene G. Vertefeuille 

Its Assistant Treasurer 

NORTHEAST UTILITIES SERVICE COMPANY 

By /s/ Eugene G. Vertefeuille 

Its Assistant Treasurer 
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STATE OF CONNECTICUT) 
) ss: Berlin 

COUNTY OF HARTFORD ) 

On this the 14th of April, 1992, before me, the undersigned 

officer, personally appeared Eugene G. Vertefeuille 

Assistant Treasurer of THE ROCKY RIVER REALTY COMPANY, a 

corporation, and acknowledged himself to be such officer and that 

in his capacity aforesaid, and being authorized-so to do, he 

executed the foregoing instrument for the purposes therein 

contained by signing the name of the corporation by himself as 

such officer. 

IN WITNESS WHEREOF, I hereunto set my hand and official 

seal. 

/s/ Christa M. Semple 
Commiss 1oner or- the-S1lperror-~ 
Notary Public 
My Commission Expires: 3-31-95 

CHRISTA M. SEMPL.E 
NOTARY PUBLIC.: 

MY COMM, EXPIRES MARCH 31. 199~ 
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STATE OF CONNECTICUT) 
) ss: Berlin 

COUNTY OF HARTFORD ) 

On this the 14th of April, 1992, before me, the undersigned 

officer, personally appeared Eugene G. Vertefeuille 

Assistant Treasurer of NORTHEAST UTILITIES SERVICE COMPANY, a 

corporation, and acknowledged himself to be such officer and 

that in his capacity aforesaid, and being authorized so to do, he 

executed the foregoing instrument for the purposes therein 

contained by signing the name of the corporation by himself as 

such officer. 

IN WITNESS WHEREOF, I hereunto set my hand and official 

seal. 

131375 

/s/ Christa M. Semple 

Cemmissiener of the Superior SoYrt 
Notary Public 
My ce~f€-sion Expires: 3-31-95 

T A M. S£MPI..E: 
NOTARY PUBLIC 

Ml' (;()MM &:.X"IR[S MARCH 31, 1995 
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APPENDIX A 

"Additional Rent" has the meaning given in Section 4(b) of 
the Lease. 

"Architect" has the meaning given in Section 12(d) of the 
Lease. 

"Assignment Documents" has the meaning given in Section 
20(a) (i) of the Lease. 

"Bankruptcy Laws" has the meaning given in Section 20(a)(i) 
of the Lease. 

"Base Rent" has the meaning given in Section 4(a) of the 
Lease. 

"Default Interest" has the meaning given in Section 4(c) 
of the Lease. 

"Demised Premises" has the meaning given in Section 1 of the 
Lease. 

"Landlord" means The Rocky River Realty· Company. 

"Lease" means the lease to which this Appendix A is 
attached. 

"Lease Term" has the meaning given in Section 2 of the 
Lease. 

"Mortgage" has the meaning given in Section 12(a) of the 
Lease. 

"Note Agreement" means collectively the Note Agreements of 
the LandlQrd, dated April ~, 1992. 

"Notes" mean the Series B Notes of the Landlord issued 
pursuant to the Note Agreement. 

"Permitted Encumbrances" has the meaning given in Section a 
of the Lease. 

"Permitted Subleases" has the meaning given in Section 
10(b) (i) of the Lease. 

"Real Estate Taxes" means the real estate taxes and 
assessments imposed upon the Demised Premises, and any and 
all other taxes, levies, betterments, assessments and 
charges arising from the ownership and/or operation of the 
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Demised Premises that are or shall be imposed by national, 
state, municipal, or other authorities, which are or may 
become a lien on the Demised Premises. If due to a future 
change in the method of taxation any franchise, income or 
profit tax shall be levied against Landlord in substitution 
for or in lieu of any tax that would otherwise constitute a 
real estate tax, such franchise, income, or profit tax shall 
be deemed to constitute Real Estate Taxes for the purpose 
hereof. 

"Series B Notes" as used in Schedule B of this Lease means 
the Notes. 

"Tenant" means Northeast Utilities Service Company. 

"Trade Fixtures" has the meaning given in Section lS(b) of 
the Lease. 

"Trustee" has the meaning given to it in the Note Agreement. 

"Work" has the meaning given in Section 12(d) of the Lease. 

131375 
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Schedule A 

Real Estate 

All that certain piece or parcel of land shown as "LEASE 
AREA S" on a certain map entitled "NUSCO BERLIN CONSOLIDATION 
Berlin, Connecticut dated 8/30/90, last revised to 11/25/91" (the 
"Plan"), a copy of which is on file in the respective offices of 
Lessor and Lessee. 

·said Parcel also being the same premises shown as "LEASE 
AREA B" on a certain map entitled "Survey Plan of Berlin General 
Office Site Berlin and Newington, Connecticut date 3/26/90 Scale 
1 11= 100', last revised 2/21/92 11 (the "Survey Plan"), a copy of 
which is also on file in the respective offices of Lessor and 
Lessee, said parcel being more particularly described as shown on 
the Survey Plan as follows: 

Commencing at a point which is N 68-58 W 595 feet from a 
point in the easterly street line of Selden Street, said point 
being 80.63 feet from a northwest corner of LEASE AREA A as shown 
on the Survey Plan; thence along LEASE AREA A the following 
courses and distances, N 17-46 E 786 feet to a point; N 72-14 W 
300 feet± to a point; N 17-26 E 165 feet± to a point; N 11-47 E 
429 feet± to a point; s 72-13 E 344 feet to a point; s 17-47 w 
320 feet to a point; and s 72-13 E 370 feet to a point; thence 
along other land of the Rocky River Realty Company s 17-47 W 1080 
feet to a point and N 68-58 W 369 feet to the point and place of 
beginning. 

132227 
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Schedule A-1 

Appurtenances 

The following rights, in common with others, on, over, 
across and under certain portions of other lands owned by the 
Lessor and adjoining the Demised Premises: 

1. Rights of access, on foot or by vehicle, on, over and 
across all exterior walkways and roads now existing 
within Lease Area A, as shown on the Plan or as 
hereinafter constructed within Lease Area A, to and from 
the Demised Premises. · 

2. Right of access, on foot or by vehicle, on, over and 
across the "new access road" to and from the Demised 
Premises and Deming Road. 

3. The right to park in all parking areas now existing 
within Lease Area A, as shown on the Plan, or as 
hereinafter constructed within Lease Area A. 

4. The right of pedestrian access, by way of the 
"Connector" shown on the Plan, to and from the Demised 
Premises and Lease Area A. 

s. The right to retain and to use the walls, support beams, 
floors of that portion of the "Connector" located on 
Lease Parcel A, for purposes of structural support for 
that portion of the "Connector" located on Lease Area B 
all as shown on the Plan. 

6. The right to use the existing cafeteria areas in the 
Main Building, and interior access to and from said 
areas, including without limitation the stairways and 
halls to and from the entrances to the cafeteria and the 
entrances to the Main Building. 

7. The right to use that portion of the Main Building that 
is currently dedicated as the community area, and 
interior access to and from said area, including without 
limitation the stairways and halls to and from said area 
and the entrances to the Main Building. 

8. Right to use the existing gas lines, and all 
appurtenances thereto, all in their current locations 
(not shown on the Plan), which service extends from 
Webster Street, over portions of said other lands of the 
Lessor (including Lease Area A), to the Demised 
Premises. 
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9. Right to use the existing water and fire water lines, 
and all appurtenances thereto, all in their current 
locations (not shown on the Plan), which services extend 
from Selden street, over portions of said other lands of 
the Lessor (including Lease Area A), to the Demised 
Premises. 

10. Right to use the existing storm sewer lines, and all 
appurtenances thereto, all in their current locations 
{not shown on the Plan), which service extends to Selden 
Street, over portions of said other lands of the Lessor 
{including Lease Area A), from the Demised Premises. 

11. Right to use the existing electrical lines, and all 
appurtenances thereto, all in their current locations 
{not shown on the Plan), which services extend f~om the 
substation and main electrical easement areas located on 
portions of said other lands of the Lessor (including 
Lease Area A), to the Demised Premises. 

12. Right to use the existing sanitary sewer lines, and all 
appurtenances thereto, all in their current locations 
(not shown on the Plan), which services extend to Selden 
Street and to Deming Road, over portions of said other 
lands of the Lessor (including Lease Area A), from the 
Demised Premises. 

13. Right to use the existing surface and subsurface 
drainage systems servicing the Demised Premises, in 
their current locations {not shown on the Plans), over 
portions of said other lands of the Lessor (including 
Lease Area A), from the Demised Premises. 
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Schedule A-2 

Personal Property 

The right to use, in common with others, the following 
Personal Property: 

All apparatus, fixtures, and equipment now or hereafter 
attached to or used or procured for use in connection with the 
operation or maintenance of any buildings, structures or other 
improvements on the Demised Premises, including, but without 
limiting the generality of the foregoing, all engines, furnaces, 
boilers, pumps, heaters, tanks, antennae, motors, generators, 
switchboards, electrical equipment, heating, plumbing, lifting 
and ventilating apparatus, air-cooling and air-conditioning 
apparatus, gas and electric fixtures, refrigerating equipment, 
stoves, elevators, escalators, fittings and machinery, awnings, 
storm and screen windows and doors, window shades and blinds, 
together with any and all substitutions therefor, replacements 
thereof and additions thereto, to the extent that each of the 
above classes of Personal Property are owned by Landlord. 
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Schedule A-3 

Reservations 

A. The following rights, in common with others, on, over, 
across and under certain portions of the Demised Premises: 

1. Rights of access, on foot or by vehicle, on, over and 
across all exterior walkways and roads now existing 
within the Demised Premises, as shown on the Plan, or as 
hereinafter constructed within the Demised Premises. 

2. The right to park in all parking areas now existing 
within the Demised Premises, including without 
limitation the "New Parking Deck", as shown on the Plan, 
or as hereinafter constructed within the Demised 
Premises. 

3. The right to use all existing gas, water and fire water, 
storm sewer, electrical, sanitary sewer and drainage 
lines, and all appurtenances thereto, all in their 
current locations on the Demised Premises, whether or 
not shown on the Plan. 

B. The right to relocate any and all easement areas, service 
lines and appurtenances described in Schedule A-1 hereto, at 
Lessor's sole cost and expense, on portions of other lands of the 
Lessor, including the right to relocate portions of easement 
areas, service lines and appurtenances located on the Demised 
Premises, provided that such relocations shall not unreasonably 
interfere with the business of Lessee at the Demised Premises, 
and shall not result in a material change to the services to the 
Demised Premises. 

c. Use of the easement areas, service lines and appurtenances 
described in Schedule A-1 are further subject to such reasonable 
rules and regulations as the Lessor may from time to time adopt. 
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1. 

2. 

3. 

4. 

5. 

6. 

132229 

Schedule A-4 

Permitted Encumbrances 

Real Estate Taxes of the Towns of Berlin and Newington on 
the Grand List of october 1, 1991, not yet due and payable. 

Sewer and water charges of the Town of Berlin, not yet due 
and payable. 

Rights of Way, 30 feet, as set forth in Warranty Deed from 
Claire L. White to The Connecticut Light and Power Company 
dated 9/11/62 and recorded in Volume 132, Page 511 of the 
Berlin Land Records. 

Easement, The Rocky River Realty Company to The Connecticut 
Light and Power Company dated 6/16/70 and recorded in Volume 
159, Page 619 of the Berlin Land Records. 

Caveat, The Rocky River Realty Company to Water Bureau of 
The Metropolitan District dated 1/21/71 and recorded in 
Volume 162, Page 282 of the Berlin Land Records. 

Tax Assessment Agreement by and between The Rocky River 
Company and Town of Berlin dated 1/9/91 and recorded in 
Volume 311, Page 787 of the Berlin Land Records. 
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SCHEDULE B 

Base Rent. (A) Amount. Base Rent shall mean an amount 

equal to the greater of (l) the total of (a) depreciation for 

each six (6) month period preceding July l and January 1 of the 

Lease Term, as recorded in accordance with generally accepted 

accounting principles on the corporate records of the Landlord 

with respect to the Demised Premises, but in no event less than 

the principal payments on the Series B Notes for each subsequent 

six (6) month period, and (b) the interest expenses on all 

indebtedness of the Landlord, including interest with respect to 

the Series B Notes, as may be outstanding from time to time 

during the Lease Term with respect to the Demised Premises (said 

indebtedness hereinafter "Indebtedness"); or (2) total debt 

service for all such Indebtedness. Notwithstanding the 

foregoing, Base Rent for each month shall not be less than the 

monthly installments of combined principal, premium, if any, and 

interest on the Series B Notes ("Series B Debt Service"). 

(B) Payment pates. A portion of Base Rent equal to the 

Series B Debt Service shall be payable on or before the 13th day 

of each month beginning May 13, 1992. All other amounts of Base 

Rent shall be payable in such increments and at such times as are 

necessary to pay all such other Indebtedness, as and when 

payments thereunder are due and payable, and the balance of the 

131375 
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Base Rent, if any, shall be payable as semi-annual rental 

payments on each June 30 and December 31. 

(C) Manner of Payment. Each payment of Base Rent shall be 

made, in immediately available funds, to the address of the 

Landlord stated in the Lease or to such other person or to such 

other place as the Landlord (or an assignee of the Landlord's 

interest herein) may direct by written notice from time to time. 

131375 
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SCHEDULE C 

Permitted Subleases 

The following subleases have been consented to by Landlord: 

1. 

2. 

131375 

Sublease, to be entered into with Dutch Point 
Credit Union, Inc. 

Sublease, to be entered into with u.s. Travel. 
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SCHEDULE D 

That certain piece or parcel of land located easterly of and 

adjoining the Berlin Turnpike - Route 5 & 15 (aka Wilbur Cross 

Parkway), southerly of and adjoining Webster Street, northerly of 

and adjoining Deming Road - Route 160 and easter·ly of and 

adjoining Selden Street in the Towns of Berlin and Newington, 

County of Hartford, State of Connecticut. Said parcel containing 

137.55 acres, more or less, consisting of 133.75 acres, more or 

less, in the Town of Berlin and 3.8 acres, more or less in the 

Town of Newington is bounded and described as follows: 

Commencing at a point marking the intersection of the easterly 

line of the Berlin Turnpike and the southerly line of Webster 

Street and the northwesterly corner of the herein described 

parcel; thence the following six (6) courses and distances along 

said southerly line of Webster Street: N 85°04'28"E 477.63 feet 

to a point; N 7°10'32"W 8.22 feet to a point; N 83°56'28"E 709.60 

feet to a point; N 89°07'28"E 1.31 feet to a point marked by a 

monument on the Berlin-Newington Town Line; N 89°07'28"E 387.34 

feet to a point; and easterly following a curve to the right 

having a radius of 1333.07 feet and an arc length of 59.83 to a 

point marking the northeasterly corner of the herein described 

parcel and the northwesterly corner of land now or formerly of 

Judson J. Meigs, et al; thence the following thirteen (13) 

courses and distances along said land now or formerly of Judson 

J. Meigs, et al; s 6°28'46"W 323.45 feet to a point marked by a 

monument; s 6°28'46"W 8.15 feet to a point; s 89°45'56"E 4.40 
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feet to a point marked by a monument; s 89°45'56"E 421.52 feet to 

a point marked by a monument; s 89°45'56"E 3.78 feet to a point; 

S 1°27'11"E 101.13 feet to a point; S 5°48'04"E 201.82 feet to a 

point marked by a monument; s 5°48'04"E 8.11 feet to a point; 

N 86°35'24"E 9.78 feet to a point marked by a monument; 

N 86°35'24" E 165.54 feet to a point marked by a monument; 

N 86°35'24"E 9.11 feet to a point; s 3°57'57"E 85.39 feet to a 

point marked by a monument; and S 4°44'33"E 477.68 feet to a 

point marking a corner of said land now or formerly of Judson J. 

Meigs, et al and land now or formerly of Thomas w. Neilson et al; 

thence the following eight (8) courses and distances along said 

land now or formerly of Thomas w. Neilson et al: S 86°47'28"W 

201.80 feet to a point marked by a monument; s 2°06'35"W 384.61 

feet to a point; s 4°16'18"W 107.15 feet to a point; S 86°26'25"W 

382.43 feet to a point; S 87°33'09"W 151.32 feet to a point; 

s 13°53'20"W 221.26 feet to a point; s 12°32'08"W 139.48 feet to 

a point; and s 74°57'02"E 568.92 feet to a point marking a corner 

of land now or formerly of Claire L. White; thence S 17°29'33"W 

703.76 feet along said land now or formerly of Claire L. White to 

an iron pipe marking a corner of said land now of formerly of 

Claire L. White and the northwesterly corner of land now or 

formerly of John Pipkin, Jr. and others; thence S 18°29'58"W 

335.17 feet along said land now or formerly of John Pipkin, Jr. 

and others to a point on the northerly line of Deming Road 

marking the southeasterly corner of the herein described parcel 

and the southwesterly corner of said land now or formerly of John 
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Pipkin, Jr. and others; thence s 79°l3'24"W 204.26 feet along 

said northerly line of Deming Road to a point marking the 

southeasterly corner of land now or formerly of John Stankiewicz, 

said point being N 79°13'24"E 31.00 feet from a Connecticut 

Highway Department (CHD) monument; thence the following five (5) 

courses and distances along said land now or formerly of John 

Stankiewicz: N 18°31'24"E 245.35 feet to a point marking the 

northeasterly corner of said land now or formerly of John 

Stankiewicz; s 87°46'39"W 123.05 feet to a point marking the 

northwesterly corner of said land now or formerly of John 

Stankiewicz; S 23°00'19"W 198.00 feet to a point; S 21°42'51"E 

49.05 feet to a point; and s 64°06'51"E 34.81 feet to a point on 

said northerly line of Deming Road marking the southwesterly 

corner of said land now or formerly of John Stankiewicz; said 

point being southwesterly following a curve to the left having a 

radius of 756.78 feet and an arc length of 43.50 feet· from a 

point marked by a CHD monument; thence southwesterly along said 

northerly line of Deming Road following a curve to the left 

having a radius of 756.78 feet and an arc length of 220.46 feet 

to a point marked by a CHD monument; thence S 59°14'51"W 15.00 

feet again along said northerly line of Deming Road to a point 

marking the southwesterly corner of the herein described parcel 

and a corner of other land now or formerly of John Stankiewicz; 

thence N 0°41'02"E 195.10 feet along said land now or formerly of 

John Stankiewicz and along Elm Street, partly by each, to a point 

on the northerly line of said Elm Street; thence the following 
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ten (10) courses and distances along said northerly line of Elm 

Street: N 67°04'57"W 250.37 feet to a point; N 68°51'24"W 340.00 

feet to a point; N 69°12'18"W 230.36 feet to a point; 

N 65°32'45"W 49.05 feet to a point; N 70°12'39"W 115.84 feet to a 

point; N 68°16'50"W 93.84 feet to a point; N 70°06'46"W 40.55 

feet to a point; N 56°11'31"W 52.18 feet to a point; N 30°57'59"W 

31.91 feet to a point; and N 23°33'45"W 51.76 feet to a point on 

the easterly line of Selden Street; thence the following nine (9) 

courses and distances along said easterly line of Selden Street: 

N 2°39'10"W 395.11 feet to a point northwesterly following a 

curve to the left having a radius of 230.00 feet and an arc 

length of 31.06 feet to a point; thence N 10°23'24"W 235.36 feet 

to a monument; N 10°42'51"W 56.63 feet to a point; 

N 10°19'17"W 34.00 feet to a point; northwesterly following a 

curve to the left having a radius of 540.00 feet and an arc 

length of 161.48 feet to a point; N 27°27'17"W 399.40 feet to a 

point marked by a monument; northwesterly following a curve to 

the left having a radius of 330.00 feet and an arc length of 

231.73 feet to a point; and N 67°41'17"W 19.50 feet to a point on 

said easterly line of the Berlin Turnpike; thence the following 

four (4) courses and distances along said easterly line of.the 

Berlin Turnpike: N 22°18'43"E 70.00 to a point ~arked by a CHD 

monument on the Berlin-Newington Town Line; S 80°43'28"W 5.87 

along said Town Line to a point marked by a CHD monument; 
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N 22°17'46 11 E 711.20 feet to a point marked by a CHD monument; and 

N 22°17'28 11 E 414.00 feet to the point and place of commencement. 

The above bearings are referenced to the Connecticut Grid System. 

The above property being a combination of portions of the 
properties acquired by The Rocky River Realty Company by the 
following deeds: 

1. 

2. 

3. 

warranty Deed from Arthur E. Webster to The Rocky River 
Realty Company dated October 18, 1949 and recorded in Volume 
95, Page 608 of the Berlin Land Records. 

Deed from The Connecticut Light and Power Company to The 
Rocky River Realty Company dated December 22, 1969 and 
recorded in Volume 158, Page 265 of the Berlin Land Records. 

Quit Claim Deed from Town of Berlin to The Rocky River 
Realty Company dated March 9, 1970 and recorded in Volume 
159, Page 617 of the Berlin Land Records. 

4. Warranty ~eed from Helen Dzagan Dubois to The Rocky River 
Realty Company dated March 23, 1989 and recorded in Volume 
291, Page 638 of the Berlin Land Records. 
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EX-99 2 u5saexhd4txallagmt.htm EXHIBIT TAX ALLOCATION AGREEMENT 092105 
Exhibit D.4 
 

SECOND AMENDED AND RESTATED 
TAX ALLOCATION AGREEMENT 

 
 

This Second Amended and Restated Tax Allocation Agreement, dated as of  the 21st of September 2005, is 
made by and among Northeast Utilities (the "Parent Company") and The Connecticut Light and Power Company, 
Western Massachusetts Electric Company, Holyoke Water Power Company, Northeast Utilities Service Company, 
Northeast Nuclear Energy Company, Holyoke Power and Electric Company, The Rocky River Realty Company, The 
Quinnehtuk Company, Charter Oak Energy, Inc.,  Public Service Company of New Hampshire, Properties, Inc., North 
Atlantic Energy Corporation, North Atlantic Energy Service Corporation, Select Energy Contracting, Inc., CL&P 
Receivables Corporation, Select Energy Services, Inc., Reeds Ferry Supply Co., Inc., HEC/Tobyhanna Energy Project, 
Inc., NU Enterprises, Inc., Northeast Generation Services Company, Northeast Generation Company, E.S. Boulos 
Company, NGS Mechanical, Inc., Woods Network Services, Inc., Woods Electrical Co., Inc., Mode 1 
Communications, Inc., Select Energy, Inc., Select Energy New York, Inc., Yankee Energy System, Inc., Yankee Gas 
Services Company, Yankee Energy Financial Services Company, Yankee Energy Services Company and NorConn 
Properties, Inc., and any other corporations that become a member of the Parent Company's affiliated group and 
execute a duplicate copy of this Agreement or consent to be included in the Parent Company's consolidated federal 
income tax return (hereinafter collectively "subsidiaries" and singly "subsidiary") in accordance with rule 45(c).(1) The 
subsidiaries join in the annual filing of a consolidated federal income tax return with the Parent Company. References 
to rule 45 are to rule 45 of the Public Utility Holding Company Act of 1935. 
 

For purposes of this Agreement, the following terms shall have the meanings specified below: 
 

"Acquisition indebtedness" means indebtedness incurred by NU to finance the acquisition (including related 
costs) by NU of all of the issued and outstanding stock of the Yankee Energy System, Inc. and any renewals or 
extensions thereof. Acquisition Indebtedness also includes indebtedness incurred by NU for the purpose of refinancing 
the indebtedness relating to the acquisition (including related costs) of all of the issued and outstanding stock of Yankee 
Energy System. 
 

"Consolidated tax" means the aggregate tax liability for a tax year, being the tax shown on the consolidated 
return and any adjustments thereto thereafter determined. The consolidated tax will be the refund if the consolidated 
return shows a negative tax. 
 

"Corporate tax credit" is a negative separate return tax of an associate company for a tax year, equal to the 
amount by which the consolidated tax is reduced by including a net corporate taxable loss or other net tax benefit of 
such associate company in the consolidated tax return. 
 

"Corporate taxable income" is the income or loss of an associate company for a tax year, computed as though 
such company had filed a separate return on the same basis as used in the consolidated return, except that dividend 
income from associate companies shall be disregarded, and other intercompany transactions eliminated in the 
consolidated return shall be given appropriate effect. It shall be further adjusted to allow for applicable rights accrued to 
the associate company under paragraphs (c) (4) and (5) of Rule 45 or under prior rules or orders, on the basis of other 
tax years, but carryovers or carrybacks shall not be taken into account if the associate company has been paid a 
corporate tax credit therefor. If an associate company is a member of the registered system's consolidated tax group for 
only part of a tax year, that period will be deemed to be its tax year for all purposes under paragraph (c) of Rule 45. 
 

"Separate return tax" is the tax on the corporate taxable income of an associate company computed as though 
such company were not a member of a consolidated group. 
 
In consideration of the mutual benefits and obligations provided for herein, the Parties to this Agreement hereby agree 
that the consolidated tax, of the Parent Company and the subsidiaries shall be allocated as follows: 
 
1. APPORTIONMENT OF PARENT COMPANY LOSS.  The taxable income or loss of the Parent Company 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 619 of 732



shall be computed on a separate return basis.  The Parent Company may not avail itself of net operating losses 
since Rule 45(c)(4) and (5) are applicable to only subsidiaries.  In apportioning the Parent Company taxable income or 
loss, it will exclude the interest associated with Acquisition indebtedness.  If  the net effect remaining is a loss, such 
loss will be apportioned to the profitable subsidiaries based on paragraph 2.  If the net effect remaining is taxable 
income, the Parent Company will pay its own tax liability without regard for any prior or future net operating losses. 
 
2. ALLOCATION OF CONSOLIDATED TAX. The consolidated tax, exclusive of capital gains taxes (see 
paragraph (3)), and the alternative minimum tax (see paragraph (7)), and before the application or recapture of any 
credits (see paragraph (4)) and the results of any special benefits (see paragraph (5)), shall be allocated among the 
subsidiaries based on their corporate taxable income or loss, computed without regard to net capital gains or losses, and 
after the application of paragraph (1). Subject to the limitation provided in paragraph (10), such consolidated tax 
allocated to a subsidiary, which may be either positive or negative, shall be equal to the corporate taxable income of the 
subsidiary (after elimination of capital gains and losses) multiplied times the highest effective corporate federal income 
tax rate set forth in Section 11 of the Code. However, no company shall receive a negative allocation greater (in 
absolute value) than the amount by which its loss has reduced the consolidated tax liability. Conversely, a company 
shall receive a negative allocation for any loss or deduction it cannot use currently to the extent such loss or deduction 
reduces the consolidated tax liability. If the consolidated tax liability is greater than the aggregate tax on the corporate 
taxable income of the Parent Company and each subsidiary ("separate return tax"), then no subsidiary shall receive an 
allocation greater than its separate return tax, and the Parent Company shall be liable for the excess of the consolidated 
tax over the sum of the separate return taxes of the subsidiaries, subject to recovery in later years from subsequent 
consolidated tax benefits. 
 
3. ALLOCATION OF CAPITAL GAINS TAXES. The portion of the consolidated tax attributable to net capital 
gains and losses shall be allocated directly to the subsidiaries giving rise to such items. The effects of netting capital 
gains and losses in the current year shall follow the principles of paragraph (2). The effects of capital loss carrybacks or 
carryforwards shall follow the principles of paragraph (6). See rules 45(c)(3) and 45(c)(5). 
 
4. ALLOCATION OF GENERAL BUSINESS CREDITS. General business credits arising in a particular year 
shall be allocated among the subsidiaries giving rise to such credits by multiplying the amount of consolidated general 
business credits for such year utilized by a fraction, the numerator of which is the amount of general business credit of 
the subsidiary for such year and the denominator of which is the total amount of general business credit of all such 
subsidiaries for such year.  If the consolidated group is in a credit carryforward situation, the utilized credit shall be 
allocated based on the vintages that comprise the utilized credit. For purposes of the consolidated return, the credits 
utilized are determined on a first-in first-out basis with all credits generated by all subsidiaries in the earliest year 
utilized first before credits generated in a subsequent year can be utilized. For purposes of allocating the credits 
pursuant to this agreement, and in accordance with the separate return limitation of paragraph (10), the credits utilized 
shall be determined on a first-in first-out basis with the credits generated by subsidiaries allocated positive taxes in 
paragraphs (2) and (3) utilized first, for all available vintages, before credits generated by subsidiaries allocated 
negative taxes in paragraphs (2) and (3) are utilized. If the vintages of credits utilized pursuant to this agreement differ 
from those utilized according to the consolidated return for a subsidiary, then the vintages of credits utilized pursuant to 
this agreement shall be exchanged among the affected subsidiaries. General business credits that are lost due to 
reductions, limitations and expirations imposed by the Code or the regulations thereunder shall be allocated in an 
appropriate and reasonable manner. 
 
5. ALLOCATION OF SPECIAL BENEFITS  Any special benefits, such as the effects of Section 1341 of the 
Code, shall be allocated directly to the subsidiaries giving rise to them. See Rule 45(c)(3). 
 
6. ALLOCATION OF A NET OPERATING LOSS. Should the Parent Company's affiliated group generate a net 
operating loss for a tax year, each company shall first receive an allocation of consolidated tax, which may be either 
positive or negative, as provided in paragraph (2); provided, however, a negative allocation of the consolidated tax shall 
be made only to the extent that corporate taxable income reduces consolidated tax for such tax year. The current 
consolidated net operating loss shall then be apportioned to each subsidiary with a taxable loss and carried back or 
forward to year(s) when the consolidated net operating loss can be utilized. The consolidated reduction in tax resulting 
from the carryback or carryforward of the net operating loss shall be apportioned to loss subsidiaries in accordance with 
paragraphs (2) through (5). See rule 45(c)(5). For purposes of the consolidated return, the utilization of net operating 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 620 of 732



losses carried back or carried over is determined on a first-in first-out basis with all net operating losses 
generated by all subsidiaries in the earliest year utilized first before net operating losses generated in a subsequent year 
can be utilized.  For purposes of allocating the net operating losses pursuant to this Agreement, and in accordance with 
the separate return limitation of Paragraph (10), the net operating losses utilized shall be determined on a first-in first-
out basis with the net operating losses generated by subsidiaries allocated positive taxes in Paragraphs (2) and (3) 
utilized first, for all available vintages, before net operating losses generated by subsidiaries allocated negative taxes in 
Paragraphs (2) and (3) are utilized.  If the vintages of net operating losses utilized pursuant to this Agreement differ 
from those utilized according to the consolidated return for a subsidiary, then the vintages of net operating losses 
utilized pursuant to this Agreement shall be exchanged among the affected subsidiaries.  Net operating loss carryovers 
that are lost due to reductions, limitations and expirations imposed by the Code or the regulations thereunder shall be 
allocated in an appropriate and reasonable manner.  See Rule 45(c)(5). 
 
7. ALLOCATION OF ALTERNATIVE MINIMUM TAX OR CREDIT. Any portion of the consolidated tax that 
is attributable to alternative minimum tax ("Consolidated AMT") shall be allocated in a positive amount to each 
subsidiary with "tentative minimum tax," as defined in Section 55(b)(1) of the Code (determined following the 
principles used to compute each subsidiary's separate return tax), which for purposes of this Agreement can be positive 
or negative, ("Separate Return Tentative Minimum Tax"), in excess of the "regular tax," as defined in Section 55(c) of 
the Code (determined following the principles used to compute each subsidiary's separate return tax), allocated to such 
subsidiary in accordance with this Agreement (except paragraph (10)), which for purposes of this Agreement can be 
positive or negative ("Separate Return Regular Tax"). Consolidated AMT shall be allocated to each such subsidiary by 
multiplying Consolidated AMT by a fraction the numerator of which is the amount by which the subsidiary's Separate 
Return Tentative Minimum Tax exceeds such subsidiary's Separate Return Regular Tax and the denominator of which 
is the sum of the amounts by which the Separate Return Tentative Minimum Tax of the subsidiaries to which an 
allocation of Consolidated AMT is made exceeds the Separate Return Regular Tax allocated to such subsidiaries.  If the 
regular tax portion of the consolidated tax is reduced by reason of a "minimum tax credit," as defined in Section 53 of 
the Code, the benefit of such minimum tax credit shall be allocated to the subsidiaries that (by having an alternative 
minimum tax liability allocated to them in a prior year) generated such minimum tax credit, with the earliest liabilities 
being allocated such minimum credit first.  See Rules 45(c)(3) and 45(c)(5).  The allocation of any "alternative tax net 
operating loss deduction," as defined by Section 56(d) of the Code, shall follow the principles of paragraph (6). 
 
8. OTHER FEDERAL TAXES, BENEFITS AND CREDITS. Taxes, tax benefits and credits against consolidated 
tax that are not specifically addressed herein and for which allocation under paragraph (2) is not appropriate shall be 
allocated following the principles set forth in paragraphs (3) through (7) in order to allocate the material effects of such 
tax, tax benefit or credit to the subsidiary to which it is applicable.  See Rule 45(c)(3). 
 
9. PAYMENTS FOR ALLOCATIONS. A subsidiary with a net positive allocation shall pay the Parent Company 
the net amount allocated in the amounts and on the dates indicated by the Parent Company, while a subsidiary with a 
net negative allocation shall receive payment from the Parent Company in the amount of its negative allocation on the 
same dates indicated by the Parent Company. The payment made to a subsidiary with a negative allocation should 
equal the amount by which the consolidated tax is reduced by including the subsidiary's net corporate tax loss in the 
consolidated tax return. The Parent Company shall pay to the Internal Revenue Service the consolidated group's net 
current federal income tax liability from the net of the receipts and payments. See rule 45(c)(5). 
 
10. SEPARATE RETURN LIMITATION. No subsidiary shall be allocated a federal income tax which is greater 
than the federal income tax computed as if such subsidiary had always filed a separate return. See rule 45(c)(2). If the 
federal income tax otherwise allocated to a subsidiary under this Agreement is greater than the federal income tax 
computed as if such subsidiary had always filed a separate return, the Parent Company shall be liable for such excess, 
subject to recovery in later years from subsequent consolidated tax benefits. 
 
11. STATE TAX LIABILITIES. (a) Generally and New Hampshire Business Profits Tax for Tax Years Ending on 
or Before December 31, 1997. Any current state income tax liability or benefit associated with a state income tax return 
involving more than one subsidiary shall be allocated to such subsidiaries doing business in such state following the 
principles set forth herein for current federal income taxes, except that solely for purposes of allocating the New 
Hampshire business profits tax for any tax year ending on or before December 31, 1997, all of the New Hampshire 
business profits tax benefits available to a New Hampshire subsidiary (regardless of whether such benefits are used in 
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the computation of the actual unitary tax liability of the group) shall be used in determining the allocation of 
such tax among the subsidiaries according to the following priority: (a) tax credits, (b) tax losses, and (c) other benefits, 
provided, however, that no New Hampshire subsidiary shall be reimbursed for any credit against the New Hampshire 
business profits tax used by another subsidiary until such time as the New Hampshire subsidiary that generated such tax 
credit could have utilized such credit to offfset its New Hampshire business profits tax liability and provided further 
that in no event shall the New Hampshire business profits tax liability allocated to any subsidiary exceed the separate 
return tax liability of such subsidiary. (See rule 45(c). 
 

(b) States with Unitary Reporting for Tax Years Beginning After December 31, 1997. Notwithstanding the 
preceding sentence, for purposes of allocating any current state income tax liability that is determined on the basis of 
unitary reporting and that is associated with a state income tax return involving more than one subsidiary ("Unitary Tax 
Liability"), any such current Unitary Tax Liability shall be allocated, first, to subsidiaries with a positive income tax 
liability with respect to such state determined following the principles used to compute the subsidiary's separate return 
tax ("Separate Unitary Return Tax") in an amount equal to each such subsidiary's Separate Unitary Return Tax; then 
 

(i) if the current Unitary Tax Liability is less than the aggregate Separate Unitary Return Tax of 
the subsidiaries with positive Separate Unitary Return Tax ("Unitary Tax Benefit"), second, in a 
negative amount  to the Parent Company in an amount equal to the lesser of the Unitary Tax Benefit 
with respect to such state or the Unitary Tax Detriment (as hereinafter defined) from a prior year that 
has not been recovered in a prior year, third, in a negative amount to each subsidiary with a corporate 
tax credit from such state that was unavailable in determining such subsidiaries' Separate Unitary 
Return Tax ("Unavailable Credit") (provided, however, that such corporate tax credit was available in 
such state to the unitary group for such state) in an amount equal to the lesser of the Unitary Tax 
Benefit (less any amount allocated by clause second of this paragraph (11)(b)) or the sum of the 
Unavailable Credit of all subsidiaries with Unavailable Credit multiplied by a fraction (A) the 
numerator of which is the Unavailable Credit of the subsidiary and (B) the denominator of which is 
the sum of the Unavailable Credits for all subsidiaries with Unavailable Credit; fourth, in a negative 
amount to each subsidiary having negative Separate Unitary Return Tax in an amount equal to the 
lesser of the Unitary Tax Benefit (less any amounts allocated by clauses second and third of this 
paragraph (11)(b) or the sum of the Separate Unitary Return Tax of all subsidiaries with negative 
Separate Unitary Return Tax multiplied by a fraction (A) the numerator of which is the Separate 
Unitary Return Tax of the subsidiary and (B) the denominator of which is the sum of the Separate 
Unitary Return Tax of the subsidiaries having negative Separate Unitary Return Tax, and, fifth, in a 
negative amount to each subsidiary having positive Separate Unitary Return Tax in an amount equal to 
the Unitary Tax Benefit (less any amounts allocated by clauses second, third and fourth of this 
paragraph (11)(b) multiplied by a fraction (A) the numerator of which is the Separate Unitary Return 
Tax of the subsidiary and (B) the denominator of which is the sum of the Separate Unitary Return Tax 
of the subsidiaries having positive Separate Unitary Return Tax; or 

 
(ii) if the current Unitary Tax Liability is in excess of the aggregate Separate Unitary Return Tax of 
the subsidiaries with positive Separate Unitary Return Tax ("Unitary Tax Detriment"), second, to the 
Parent Company in the amount of the Unitary Tax Detriment, subject to recovery in later years from 
subsequent Unitary Tax Benefits.  (See Rule 45(c)). 

 
(c) Payments for Allocations of State Tax Liabilities.  Payments of positive and negative allocations of state 

income tax liabilities and of net current state income tax liabilities of the Parent Company and the subsidiaries shall 
follow the principles set forth in paragraph (9). 
 
12. FILING TAX RETURNS. The Parent Company shall prepare and file the consolidated federal income tax 
return for the subsidiaries that are parties to this Agreement. The Parent Company shall act as the sole agent for each 
subsidiary with respect to the payment of any liability shown on the federal income tax return and for all other purposes 
required by Treas. Reg. ss. 1.1502-77(a). The Parent Company or designated subsidiary may act as an agent for each 
subsidiary doing business in a state with respect to the payment of any liability shown on the state income tax returns of 
such state. 
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13. ADJUSTMENT OF TAX LIABILITY. In the event that the consolidated federal or state income tax liability for 
any year is redetermined subsequent to the allocation of the consolidated tax liability reported for that tax year, the 
redetermined tax liability shall be allocated pursuant to this Agreement as if the adjustments and modifications related 
to the redetermination had been a part of the original return. In the case of a negotiated adjustment not involving an 
item-by-item modification of the consolidated return, the amount of the adjustment shall be distributed in an 
appropriate and reasonable manner. Any interest or penalties associated with the underpayment or overpayment of tax 
shall be allocated based on the allocation of the underlying underpayment or overpayment of tax. 
 
14. EFFECTIVE DATE. This Agreement amends and restates the prior Amended and Restated Tax Allocation 
Agreement relating to the allocation of federal and state income tax liability dated January 1, 1990, as heretofore 
amended by the First Amendment thereto dated October 26, 1998 and the Second Amendment thereto dated March 1, 
2000, by replacing in full such prior agreement. This Agreement shall be effective for allocation of the current federal 
and state income tax liabilities of the consolidated group for taxable year beginning January 1, 2004 and all subsequent 
years until this Agreement is further amended in writing by each such company which is or becomes a party to this 
Agreement. For any party to this Agreement that became a member of the Parent Company's affiliated group after 
January 1, 2004, this Agreement shall be effective as of the date such subsidiary became a member of the affiliated 
group. If at any time any other company becomes a member of the Parent Company's affiliated group, the parties hereto 
agree that such new member may become a party to this Agreement by (i) executing a duplicate copy of this 
Agreement or (ii) consenting to be included in a consolidated federal income tax return that includes the Parent 
Company.  If at any time any company ceases to be a member of the Parent Company's affiliated group, such company 
shall no longer be a party to this Agreement, but such company shall continue to be bound by this Agreement as to the 
taxable year in which such company leaves the Parent Company's affiliated group and all prior taxable years in which 
such company was a member of the Parent Company's affiliated group. 
 
15. FILING WITH SECURITIES AND EXCHANGE COMMISSION. In accordance with rule 45(c)(6), this 
Agreement shall be filed as an Exhibit to the Parent Company's Annual Report to the Securities and Exchange 
Commission on Form U5S. 
 
16. GOVERNING LAW. This Agreement shall be construed and enforced in accordance with the laws of the State 
of Connecticut. 
 
17. COUNTERPARTS. This Agreement may be executed in one or more counterparts all of which taken together 
shall constitute one and the same instrument. 
 
18. MISCELLANEOUS. This Agreement contains the complete agreement among the parties and supersedes any 
prior understandings, agreements or representations by or among the parties, written or oral, which may have related to 
the subject matter hereof in any way. No term or provision of this Agreement shall be construed to confer a benefit 
upon, or grant a privilege or right to, any person other than the parties hereto. 
 
 
 
 
 
 
 
 

[Signature Page to follow] 
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The above procedures for apportioning the consolidated annual net current federal and state income tax liability and 
expense of Northeast Utilities and its subsidiaries have been duly authorized and agreed to by each of the below listed 
members of the consolidated group as evidenced by the signature of a duly authorized officer of each company: 
 
NORTHEAST UTILITIES  
THE CONNECTICUT LIGHT AND POWER COMPANY  
WESTERN MASSACHUSETTS ELECTRIC COMPANY  
HOLYOKE WATER POWER COMPANY 
NORTHEAST UTILITIES SERVICE COMPANY 
NORTHEAST NUCLEAR ENERGY COMPANY  
HOLYOKE POWER AND ELECTRIC COMPANY   
THE ROCKY RIVER REALTY COMPANY  
THE QUINNEHTUK COMPANY  
CHARTER OAK ENERGY, INC.  
SELECT ENERGY SERVICES, INC.  
PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE  
NORTH ATLANTIC ENERGY CORPORATION  
NORTH ATLANTIC ENERGY SERVICE CORPORATION  
PROPERTIES, INC.  
SELECT ENERGY CONTRACTING, INC.  
CL&P RECEIVABLES CORPORATION  
REEDS FERRY SUPPLY CO., INC.  
HEC/TOBYHANNA ENERGY PROJECT, INC.  
NU ENTERPRISES, INC.  
NORTHEAST GENERATION COMPANY  
NORTHEAST GENERATION SERVICES COMPANY  
E. S. BOULOS COMPANY  
NGS MECHANICAL, INC.  
WOODS NETWORK SERVICES, INC.  
WOODS ELECTRICAL CO., INC.  
MODE 1 COMMUNICATION, INC.  
SELECT ENERGY, INC.  
SELECT ENERGY NEW YORK, INC.  
YANKEE ENERGY SYSTEM, INC.  
YANKEE GAS SERVICES COMPANY  
YANKEE ENERGY FINANCIAL SERVICES COMPANY  
YANKEE ENERGY SERVICES COMPANY  
NORCONN PROPERTIES, INC. 
 
 
By: /s/ John P. Stack________________________ 
Name: John P. Stack 
Title:  Vice President - Accounting and Controller  

of  Northeast Utilities Service Company,  
as Agent for the above Companies 
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EX-10.29 14 exh1029transoperatagtmain.htm 
Exhibit 10.29 
 

TRANSMISSION OPERATING AGREEMENT 

This Transmission Operating Agreement (this “TOA” or this “Agreement”), dated as of February 1, 2005, is 
made and entered into by and among  Bangor Hydro-Electric Company; Town of Braintree Electric Light Department; 
Boston Edison Company, Cambridge Electric Light Company, Canal Electric Company, and Commonwealth Electric 
Company; Central Maine Power Company; Central Vermont Public Service Corporation; Connecticut Municipal 
Electric Energy Cooperative; The City of Holyoke Gas and Electric Department; Florida Power & Light Company; 
Green Mountain Power Corporation; Massachusetts Municipal Wholesale Electric Company; New England Power 
Company; New Hampshire Electric Cooperative, Inc.; Northeast Utilities Service Company as agent for: The 
Connecticut Light and Power Company, Western Massachusetts Electric Company, Holyoke Power and Electric 
Company; Holyoke Water Power Company; and Public Service Company of New Hampshire; Norwood Municipal 
Light Department; Town of Reading Municipal Light Department; Taunton Municipal Lighting Plant; The United 
Illuminating Company; Unitil Energy Systems, Inc. and Fitchburg Gas and Electric Light Company; Vermont Electric 
Cooperative, Inc; and Vermont Electric Power Company, Inc. (herein collectively referred to as the “Initial 
Participating Transmission Owners”), and the Initial Participating Transmission Owners along with any Additional 
Participating Transmission Owners (as defined in Section 11.05 of this Agreement), are collectively referred to herein 
as the “PTOs” and individually each is referred to as a “PTO”), and ISO New England Inc.(“ISO”), a Delaware 
corporation (all PTOs and the ISO are collectively referred to herein as the “Parties”).   

WHEREAS, each of the PTOs owns and/or operates certain transmission facilities that are interconnected with 
the transmission facilities of certain other PTOs within the New England Transmission System or otherwise provides 
transmission service within the New England Transmission System; 

WHEREAS, the ISO is a regional transmission organization (“RTO”) authorized by the Federal Energy 
Regulatory Commission (“FERC”) to exercise the functions required of RTOs pursuant to FERC’s Order No. 2000 
(“Order 2000”) and FERC’s RTO regulations;   

WHEREAS, in accordance with the requirements of Order 2000, the ISO will be the transmission provider 
under the ISO Open Access Transmission Tariff (the “ISO OATT”) of non-discriminatory, open access transmission 
services over the transmission facilities of the PTOs (“Transmission Service”); 

WHEREAS, the ISO OATT will be designed to provide for the payment by transmission customers for 
Transmission Service at rates designed to recover the revenue requirements of the PTOs in supporting the provision of 
such transmission service by the ISO under the ISO OATT;   

WHEREAS, the ISO will be responsible for system planning within the ISO region subject to certain rights and 
obligations of the PTOs, all as set forth in this Agreement; 

WHEREAS, the functions to be performed by the ISO and Order 2000 require that the ISO have the requisite 
operational authority over the PTOs’ transmission facilities; 

WHEREAS, in accordance with the terms set forth herein, the PTOs desire for the ISO to exercise, and the ISO 
desires to exercise, Operating Authority (as defined in Section 3.02 of this Agreement) over the PTOs’ Transmission 
Facilities (as defined in this Agreement) consistent with the requirements of Order 2000; 

WHEREAS, the PTOs will, among other things, continue to own, physically operate, and maintain their 
Transmission Facilities and Local Control Centers; and 

WHEREAS, each PTO reserves the right to transfer certain rights and obligations to an Independent 
Transmission Company in accordance with Attachment M to the ISO OATT. 

NOW, THEREFORE, in consideration of the promises, and the mutual representations, warranties, covenants 
and agreements hereinafter set forth, and for other good and valuable consideration, the receipt and sufficiency of 
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which are hereby acknowledged, and intending to be legally bound, each of the PTOs and the ISO agree as 
follows: 

ARTICLE I 
DEFINITIONS; INTERPRETATIONS 

1.01      Definitions; Interpretations.   

Each of the capitalized terms and phrases used in this Agreement (including the foregoing recitals) and not 
otherwise defined herein shall have the meaning specified in Schedule 1.01.  In this Agreement, unless otherwise 
provided herein: 

(a)       words denoting the singular include the plural and vice versa; 

(b)      words denoting a gender include all genders; 

(c)       references to a particular part, clause, section, paragraph, article, exhibit, schedule, appendix or 
other attachment shall be a reference to a part, clause, section, paragraph, or article of, or an exhibit, schedule, appendix 
or other attachment to, this Agreement; 

(d)      the exhibits, schedules and appendices attached hereto are incorporated herein by reference and 
shall be construed with and as an integral part of this Agreement to the same extent as if they were set forth verbatim 
herein; 

(e)       a reference to any statute, regulation, proclamation, ordinance or law includes all statutes, 
regulations, proclamations, amendments, ordinances or laws varying, consolidating or replacing the same from time to 
time, and a reference to a statute includes all regulations, policies, protocols, codes, proclamations and ordinances 
issued or otherwise applicable under that statute unless, in any such case, otherwise expressly provided in any such 
statute or in this Agreement; 

(f)       a reference to a particular section, paragraph or other part of a particular statute shall be deemed 
to be a reference to any other section, paragraph or other part substituted therefor from time to time; 

(g)       a definition of or reference to any document, instrument or agreement includes any amendment 
or supplement to, or restatement, replacement, modification or novation of, any such document, instrument or 
agreement unless otherwise specified in such definition or in the context in which such reference is used; 

(h)       a reference to any Person (as hereinafter defined) includes such Person’s successors and 
permitted assigns in that designated capacity; 

(i)       any reference to “days” shall mean calendar days unless “Business Days” (as hereinafter defined) 
are expressly specified; 

(j)       if the date as of which any right, option or election is exercisable, or the date upon which any 
amount is due and payable, is stated to be on a date or day that is not a Business Day, such right, option or election may 
be exercised, and such amount shall be deemed due and payable, on the next succeeding Business Day with the same 
effect as if the same was exercised or made on such date or day (without, in the case of any such payment, the payment 
or accrual of any interest or other late payment or charge, provided such payment is made on such next succeeding 
Business Day); 

(k)       words such as “hereunder”, “hereto”, “hereof” and “herein” and other words of similar import 
shall, unless the context requires otherwise, refer to this Agreement as a whole and not to any particular article, section, 
subsection, paragraph or clause hereof;  

(l)       a reference to “include” or “including” means including without limiting the generality of any 
description preceding such term, and for purposes hereof the rule of ejusdem generis shall not be applicable to limit a 
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general statement, followed by or referable to an enumeration of specific matters, to matters similar to 
those specifically mentioned; and 

(m)      neither this Agreement nor any other agreement, document or instrument referred to herein or 
executed and delivered in connection herewith shall be construed against any Person as the principal draftsperson 
hereof or thereof. 

ARTICLE II 

TRANSMISSION FACILITIES 

2.01 Transmission Facilities.  As to any PTO, the transmission facilities over which the ISO shall exercise 
Operating Authority in accordance with the terms set forth herein shall be: 

 
(a)       those facilities of such PTO listed in Schedule 2.01(a) (hereinafter “Category A Facilities”), as 

such list of facilities may be added to or deleted from in accordance with Sections 2.01(d) and 2.02 below; 

(b)       those facilities of such PTO listed in Schedule 2.01(b) (hereinafter “Category B Facilities”), as 
such list of facilities may be added to or deleted from, in accordance with Sections 2.01(d) and 2.02 below; and 

I       those transmission facilities of such PTO within the New England Transmission System with a 
voltage level of less than 69 kV and all transformers that have no Category A Facilities or Category B Facilities 
connected to the lower voltage side of the transformer that are not listed on Schedule 2.01(a) and Schedule 2.01(b) 
(hereinafter “Local Area Facilities”), provided that any excluded facilities of such PTO  listed on Schedule 4.01(d) 
shall not be Local Area Facilities. 

 (d)       As to each PTO, the transmission facilities included on any of the lists of the Category A 
Facilities or the Category B Facilities contained in Schedule 2.01(a) and Schedule 2.01(b), respectively, as of the 
Operations Date may be redesignated on another of these two lists, deleted from such list, or redesignated as a Local 
Area Facility without the necessity of an amendment to this Agreement, but only in the following manner: 

(i)       at the direction of a Governmental Authority with jurisdiction over the Transmission 
Facilities in question, provided that the ISO and all PTOs shall be provided prior written notice of such 
changes; 

(ii)       as agreed between the ISO and the PTO or PTOs owning the transmission facilities; or 

(iii)      where the operational characteristics of a transmission facility have been materially 
modified after the Operations Date (including a change from a radial transmission facility to a looped 
transmission facility that contributes to the parallel carrying capability of the New England 
Transmission System) in accordance with Section 2.01(e); provided that any such changes shall also be 
subject to ISO review consistent with Section 2.06. 

(e)       All transmission facilities to be redesignated as Category A Facilities, Category B Facilities, or 
Local Area Facilities or deleted from the lists in Schedule 2.01(a) and Schedule 2.01(b) in accordance with Section 
2.01(d)(iii), and all transmission facilities to be added to the lists in Schedule 2.01(a) and Schedule 2.01(b) in 
accordance with Section 2.02 shall be classified in accordance with the following standards: 

(i)       Category A Facilities shall consist of:  all transmission lines with a voltage level of 115 
kV and above, except for those 115 kV transmission facilities specifically designated as Category B 
Facilities in accordance with Section 2.01(e)(ii); all transmission interties between Control Areas; all 
transformers that have Category A Facilities connected to the lower voltage side of the transformer; all 
transformers that require a Category A Facility to be taken out of service when the transformer is taken 
out of service; and all breakers and disconnects connected to, and all shunts, relays, reclosing and 
associated equipment, dynamic reactive resources, FACTS controllers, special protection systems, 
PARS, and other equipment specifically installed to support the operation of such transmission lines, 
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interties, and transformers.  

(ii)       Category B Facilities shall consist of: all 115 kV radial transmission lines and all 69 kV 
transmission lines that are not interties between Control Areas; all transformers that have any Category 
B Facilities and no Category A Facilities connected to the lower voltage side of the transformer except 
to the extent such transformers are designated as Category A Facilities in accordance with Section 2.01
(e)(i); and all breakers and disconnects connected to, and all shunts, relays, reclosing and associated 
equipment, dynamic reactive resources, FACTS controllers, special protection systems, PARS, and other 
equipment specifically installed to support the operation of such Category B Facilities. 

(iii)       Local Area Facilities shall consist of all transmission facilities with a voltage level of 
less than 69 kV and all transformers that have no Category A Facilities or Category B Facilities 
connected to the lower voltage side of the transformer. 

(iv)       To the extent there is any dispute between the ISO and a PTO or PTOs owning a 
transmission facility concerning classification of such transmission facility under these standards, such 
disagreement shall be subject to the dispute resolution provisions of this Agreement, provided that the 
ISO’s classification of a transmission facility under the standards shall govern pending resolution of the 
dispute. 

(f)       Collectively, all Category A Facilities, Category B Facilities, and Local Area Facilities shall 
hereinafter be referred to as the “Transmission Facilities,” provided that “Transmission Facilities” shall not include 
Excluded Assets as defined in Section 2.04 of this Agreement or Merchant Facilities.  The ISO shall maintain on its 
OASIS a posting of the current versions of Schedule 2.01(a) and Schedule 2.01(b), in each instance, reflecting each 
such change promptly after such change is made. 

(g)       The classifications set forth in this Section 2.01 are for operational purposes.  Rate treatment of 
Transmission Facilities shall be governed by the ISO OATT, provided that filings for rate treatment under the ISO 
OATT shall be subject to Section 3.04 of this Agreement. 

       2.02          New and Acquired Transmission Facilities and Transmission Upgrades.  
 

(a)       Any New Transmission Facility, any Transmission Upgrade, and any Acquired Transmission 
Facility shall be considered a “Transmission Facility” under this Agreement once it is placed into commercial operation 
by the applicable PTO(s); shall be designated as a Category A Facility, Category B Facility, or Local Area Facility in 
accordance with Section 2.01(e) unless otherwise agreed by the ISO and the PTO(s) owning the Transmission Facility; 
and shall be subject to the Operating Authority of the ISO in accordance with the terms of this Agreement.    

(b)       The designation of an Acquired Transmission Facility as a Category A, Category B or Local 
Area Facility shall not require the abrogation or modification of existing contractual arrangements for such Acquired 
Transmission Facility. 

(c)       Any Merchant Facility interconnected to or within the New England Transmission System shall 
not be the subject of this Agreement.  Any Merchant Facility interconnected to or within the New England 
Transmission System constructed and placed in commercial operation after the Operations Date shall be subject to the 
authority of the ISO under a separate agreement in accordance with Section 2.03 and any applicable provisions of the 
ISO OATT. 

            2.03      Merchant Facilities. The terms and conditions under which a PTO, an Affiliate of a PTO, or any other 
entity grants authority over any Merchant Facilities to the ISO shall not be governed by this Agreement, it being 
understood that such entities shall enter into operating agreements relating to their Merchant Facilities directly with the 
ISO in accordance with applicable provisions of the ISO OATT.  Nothing in this Agreement is intended to limit or 
expand the right of a PTO, the Affiliate of a PTO, or any other entity to propose, construct, or own Merchant Facilities 
interconnected to the New England Transmission System.   

           2.04      Excluded Assets.  The “Excluded Assets” of a PTO shall consist of those assets and/or facilities of a 
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PTO set forth in Section 2.04(a) and (b).  These Excluded Assets are expressly excluded from the definition of 
Transmission Facilities under this Agreement, and the ISO shall not have Operating Authority over a PTO’s Excluded 
Assets.  Nothing in this Section 2.04 is intended to address the rate treatment of a PTO’s Transmission Facilities or any 
other asset of a PTO.  Rate treatment of Transmission Facilities shall be governed by the ISO OATT, provided that 
filings for rate treatment under the ISO OATT shall be subject to Section 3.04 of this Agreement: 

(a)      Any assets, facilities, and/or portions of facilities owned by such PTO that are connected with or 
associated with those facilities defined as Category A Facilities, Category B Facilities or Local Area Facilities to the 
extent specifically excluded pursuant to the following items (i) through (vii) of this Section 2.04(a): 

(i)        proceeds from the use or disposition of Transmission Facilities; 

(ii)      any payment, refund or credit (1) relating to Taxes in respect of the Transmission 
Facilities of such PTO, (2) arising under any contracts or tariffs of such PTO and relating to services 
provided prior to the beginning of the Term, (3) arising under any contract or tariff that provides for 
rates that are subject to regulation by an agency other than FERC, or (4) relating to a Grandfathered 
Transmission Agreement;  

(iii)     any rights, ownership, title or interest any PTO may have with respect to 
telecommunications assets and equipment, provided that the ISO shall continue to have the right to use 
such telecommunication assets and equipment attached to or associated with Transmission Facilities 
solely to the extent needed for the exercise of the ISO’s Operating Authority in accordance with practice 
prior to the Operations Date and further provided that such use right shall not be assignable by the ISO;  

(iv)      any existing contracts or contract rights of the PTOs related in any manner to 
Transmission Facilities unless such PTO agrees to assign or transfer such contracts to the ISO, provided 
that the PTOs shall exercise their rights and responsibilities under Grandfathered Transmission 
Agreements in accordance with Section 3.11 and the applicable provisions of this Agreement; 

(v)      any assets, property rights, licenses, permits or facilities that are used for or in (1) the 
distribution, generation, trading or marketing of electricity (except for facilities specifically defined as 
Category A Facilities, Category B Facilities or Local Area Facilities that are used for such activities), (2) 
gas transportation, gas, water, petroleum, chemical, real estate development, or cable business, or (3) 
any other activity unrelated to the transmission of electricity located on, or making use of, the 
Transmission Facilities; 

(vi)       any causes of action or claims related to Transmission Facilities, provided, that, upon the 
written agreement of the PTO and the ISO to the assumption by the ISO of the management of such 
claims under mutually agreed terms and conditions, the ISO may manage a PTO’s causes of action or 
claims against a third party relating to such Transmission Facilities, and provided further that the ISO 
shall have the right to pursue causes of action or claims against third parties to the extent necessary for 
the ISO to fulfill its responsibilities for invoicing, collection and disbursement of customer payments in 
accordance with Section 3.10; and 

(vii)       any asset or facility for which Operating Authority may not be lawfully transferred or 
assigned. 

(b)       Any assets or facilities of such PTO that are not specifically defined as Category A Facilities, 
Category B Facilities or Local Area Facilities, including without limitation the facilities or portions of facilities 
described in items (i) through (xii) of this Section 2.04(b): 

(i)        all cash, cash equivalents, bank deposits, accounts receivable, and any income, sales, 
payroll, property or other Tax receivables; 

(ii)       proceeds from the use or disposition of any facilities or assets owned by the PTO; 
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(iii)      certificates of deposit, shares of stock, securities, bonds, debentures, and evidences of 
indebtedness; 

(iv)      any rights or interest in trade names, trademarks, service marks, patents, copyrights, 
domain names or logos; 

(v)       any payment, refund or credit (1) relating to Taxes, (2) arising under any contracts or 
tariffs of such PTO and relating to services provided prior to the beginning of the Term, or (3) arising 
under any contract or tariff that provides for rates that are subject to regulation by an agency other than 
FERC; 

(vi)      any facilities, including transmission facilities, located outside the New England 
Transmission System;  

(vii)     any rights, ownership, title or interest any PTO may have with respect to 
telecommunications assets and equipment; 

(viii)    any existing contracts or contract rights of the PTOs unless such PTO agrees to assign or 
transfer such contracts to the ISO; 

(ix)      any assets, property rights, licenses, permits or facilities that are used for or in (1) the 
distribution, generation, trading or marketing of electricity or (2) gas transportation, gas, water, 
petroleum, chemical, real estate development, or cable business, or (3) any other activity unrelated to the 
transmission of electricity whether or not located on, or making use of, the Transmission Facilities; 

(x)        any causes of action or claims;  

(xi)       any asset or facility for which Operating Authority may not be lawfully transferred or 
assigned; and  

(xii)      any interests of any kind in each PTO’s real property, provided that nothing in this 
Section 2.04 shall: (a) supersede the rights and obligations of the Parties as set forth in the Control 
Center Lease or Back-up Control Center Lease or (b) restrict the PTOs from conveying interests in real 
property in any future written agreement into which the ISO and any PTO or group of PTOs may, in 
their sole discretion, enter. 

2.05      Connection with Non-Parties. 

(a)        On or after the Operations Date, each PTO shall connect its Transmission Facilities with the 
facilities of any entity that is not a Party, including the facilities of a current or proposed Transmission Customer, and 
shall install (or cause to be installed) and construct (or cause to be constructed) any transmission facilities required to 
connect the facilities of a non-Party to a PTO’s Transmission Facilities to the extent such connection or construction is 
required by applicable law, including the Federal Power Act and any applicable regulations issued by FERC and 
provided that the construction of any such transmission facilities shall be subject to the conditions associated with the 
PTOs’ obligation to build set forth in Schedule 3.09(a).  Any such connection shall be subject further to:  (1) the receipt 
of any necessary regulatory approvals, (2) compliance with the procedures set forth in the ISO OATT for review of the 
reliability and operational impacts of a proposed interconnection (including the procedures for interconnection of a 
Generating Unit under the Interconnection Standard); and (3) execution of an Interconnection Agreement with such 
entity containing provisions for the safe and reliable operation of each interconnection with respect to such entity’s 
facilities in accordance with Good Utility Practice, applicable NERC/NPCC Requirements, and applicable Law 
(including the Federal Power Act); provided that  

(i)       Except as provided in 2.05(a)(ii) below, each PTO shall engage in good faith negotiations as to 
the terms and conditions of such Interconnection Agreement with any such non-Party, but, except as 
may be required pursuant to regulations issued by FERC, a PTO shall not be required to enter into any 
Interconnection Agreement containing terms and conditions unacceptable to such PTO and shall reserve 
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the right to resolve any disputes, and/or make any filings with FERC, with respect thereto.   

(ii)        With respect to the interconnection of a Large Generating Unit to any Transmission Facility of a 
PTO the Interconnection Agreement shall be a three-party agreement among the PTO, the ISO, and the 
interconnecting non-Party based on the pro forma Large Generator Interconnection Agreement in the 
ISO OATT.  With respect to the interconnection of other Generating Units to any Transmission Facility 
of a PTO, the ISO shall be a party to Interconnection Agreements if and to the extent that FERC 
regulations require the ISO to be a party.  Either the ISO or the PTOs, acting jointly in accordance with 
the Disbursement Agreement among them, may initiate a filing to amend the pro forma Large Generator 
Interconnection Agreement under Section 205 of the Federal Power Act and shall include in such filing 
the views of the ISO and the PTOs, as applicable, provided that the standard applicable under Section 
205 of the Federal Power Act shall apply only to the PTOs’ position on any financial obligations of the 
PTOs or the interconnecting non-Party, and any provisions related to physical impacts of the 
interconnection on the PTOs’ Transmission Facilities or other assets.  If the PTO, the ISO and the 
interconnecting non-Party agree to the terms and conditions of a specific Large Generator 
Interconnection Agreement for a Large Generating Unit, or any amendments to such an Interconnection 
Agreement, then the PTO and the ISO shall jointly file the executed Interconnection Agreement, or 
amendment thereto, with FERC under Section 205 of the Federal Power Act.  To the extent the PTO, the 
ISO and such interconnecting non-Party cannot agree to proposed variations from the pro forma Large 
Generator Interconnection Agreement applicable to a specific Large Generating Unit or cannot 
otherwise agree to the terms and conditions of the Interconnection Agreement for such Large Generating 
Unit, or any amendments to such an Interconnection Agreement, then the PTO and the ISO shall jointly 
file an unexecuted Interconnection Agreement, or amendment thereto, with FERC under Section 205 of 
the Federal Power Act and shall identify the areas of disagreement in such filing, provided that, in the 
event of disagreement on terms and conditions of the Interconnection Agreement related to the costs of 
upgrades to such PTO’s Transmission Facilities, the anticipated schedule for the construction of such 
upgrades, any financial obligations of the PTO, and any provisions related to physical impacts of the 
interconnection on the PTO’s Transmission Facilities or other assets, then the standard applicable under 
Section 205 of the Federal Power Act shall apply only to the PTO’s position on such terms and 
conditions. 

The costs of interconnection facilities shall be allocated in the manner specified in the ISO OATT. 

(b)      Each PTO shall also connect its Transmission Facilities with the facilities of any entity that is not 
a Party upon satisfaction of the “Elective Transmission Upgrade” provisions of the ISO OATT, provided that the PTO 
shall only connect the facilities of such entity (the “Elective Transmission Upgrade Applicant”) upon satisfaction of the 
following conditions: 

(i)        The Elective Transmission Upgrade Applicant shall enter into an Interconnection Agreement 
with the affected PTO(s) and, to the extent necessary and appropriate, enter into support agreements 
with the affected PTO(s), provided that the Elective Transmission Upgrade Applicant may request, upon 
providing the security, credit assurances, and/or deposits required by the affected PTO, the filing with 
the Commission by the PTO of unexecuted Interconnection Agreements and support agreements. 
 
(ii)       The Elective Transmission Upgrade Applicant shall obtain all necessary legal rights and 
approvals for the construction and maintenance of the upgrade and shall cooperate with the PTO(s) in 
obtaining all necessary legal rights and approvals for the construction and maintenance of additions or 
modifications, if any, required in conjunction with the upgrade. 
 
(iii)        The Elective Transmission Upgrade Applicant shall be responsible for 100% of all of the costs 
of said upgrade and of any additions to or modifications of the Transmission Facilities that are required 
to accommodate the Elective Transmission Upgrade.  A request for rate treatment of an Elective 
Transmission Upgrade, if any, shall be determined by FERC in the appropriate proceeding. 
 

            2.06      Review of Transmission Plans.  Each PTO shall submit to the ISO in such form, manner and detail as 
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the ISO may reasonably prescribe:  (i) any new or materially changed plans for retirements of or changes in the 
capacity of such PTO’s Transmission Facilities rated 69 kV or above or plans for construction of New Transmission 
Facilities or Transmission Upgrades rated 69 kV or above; and (ii) any new or materially changed plan for any other 
action to be taken by the PTO which may have a significant effect on the stability, reliability or operating 
characteristics of the PTO’s Transmission Facilities, the facilities of any Transmission Owner, or the system of a 
Participant.  The ISO shall provide notification of any such PTO submissions to the appropriate Technical Committee
(s).  Unless prior to the expiration of ninety (90) days, the ISO notifies the PTO in writing that it has determined that 
implementation of the plan will have a significant adverse effect upon the reliability or operating characteristics of the 
PTO’s Transmission Facilities, the facilities of any Transmission Owner, or the system of a Participant, the PTO shall 
be free to proceed.  If the ISO notifies the PTO that implementation of such plan has been determined to have a 
significant adverse effect upon the reliability or operating characteristics of the PTO’s Transmission Facilities, the 
facilities of any Transmission Owner, or the system of a Participant, the PTO shall not proceed to implement such plan 
unless the PTO takes such action or constructs such facilities as the ISO determines to be reasonably necessary to avoid 
such adverse effect.   

            2.07      Condemnation.  If, at any time, any Governmental Authority commences any process to acquire any 
Transmission Facilities or any other interest in Transmission Facilities then held by a PTO through condemnation or 
otherwise through the power of eminent domain, (i) such PTO shall provide the ISO with written notice of such 
process, (ii) such PTO shall, at its cost, direct any litigation or proceeding regarding such condemnation or eminent 
domain matter, (iii) such PTO shall have the right to settle any such proceeding without the consent of the ISO, and (iv) 
any award in condemnation or eminent domain shall be paid to such PTO without any claim to such award by the ISO. 

 
ARTICLE III 

OPERATING AUTHORITY 

3.01       Grant of Operating Authority. 

(a)   Subject to the terms set forth in this Agreement, including Article III and Article X hereof, effective 
as of the Operations Date, and with respect to Publicly-Owned PTOs, to the extent permitted by, or in a manner 
consistent with the laws of any State governing the organization or operation of such Publicly-Owned PTOs, each PTO 
hereby authorizes the ISO, through its officers, employees, consultants, independent contractors and other personnel, to 
exercise Operating Authority over the Transmission Facilities, including provision of Transmission Service over the 
Transmission Facilities under the ISO OATT, and the ISO hereby agrees to assume and exercise Operating Authority 
over such PTOs’ Transmission Facilities in accordance with this Agreement. 

(b)       The grant by the PTOs to the ISO and the assumption by the ISO of Operating Authority over the 
Transmission Facilities are solely for the purposes of allowing the ISO to fulfill the functions of an RTO as specified 
herein (including provision of Transmission Service under the ISO OATT) and do not constitute an assumption by the 
ISO of any liabilities with respect to the Transmission Facilities except as otherwise specifically provided herein 
(including as provided in Article IX of the Agreement).   

(c)      Nothing herein or elsewhere contained shall be construed as requiring or effecting a transfer of 
any PTO’s responsibility (or the assumption thereof by the ISO) for the physical control of the Transmission Facilities, 
including the physical operation, repair, maintenance and replacement of such Transmission Facilities, or as conveying 
to the ISO:  (x) any right, ownership, title or interest in or to a PTO’s Transmission Facilities; (y) any right of access to 
any PTO’s real property, except as specified in Section 3.02(i); or (z) any rights or authority with respect to a PTO’s 
Excluded Assets, except as specifically provided herein. 

3.02      Definition of ISO Operating Authority.  Consistent with the provisions of this Agreement, including 
Section 3.02(a) below, “Operating Authority” shall mean those functions set forth in Sections 3.02, 3.03, and 3.08 and 
those responsibilities set forth in Section 3.05, and shall not include those rights, responsibilities and functions set forth 
in Sections 3.06 and 3.07.  Subject to the first sentence of this Section 3.02, the ISO shall exercise such Operating 
Authority in accordance with applicable Operating Procedures as specified in Section 3.02(d) below.  

 
(a)       The ISO shall perform the following functions with respect to each PTO’s Transmission 
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Facilities, consistent with applicable NERC/NPCC Requirements and other applicable regulatory 
standards, including (as needed) issuing instructions to, or coordinating with, each PTO’s Local Control Center(s):  

(i)       centrally dispatch generation (and dispatchable and interruptible load) and implement 
real-time balancing, including meeting NERC control performance criteria;  

(ii)      determine Operating Limits based on forecasted or real-time system conditions and in 
accordance with the facility ratings established by the PTOs in collaboration with the ISO pursuant to 
Section 3.06; 

(iii)      take such actions as may be necessary to plan and maintain short-term (including real-
time) reliability and system security (including curtailment of external transactions in accordance with 
FERC-accepted or -approved Market Rules and the applicable transmission tariff or transmission 
agreement); 

(iv)      consistent with the ISO Information Policy, exchange security information with 
applicable PTOs, non-PTO transmission operators and other neighboring systems and regional entities; 
and 

(v)      provide for an ISO Control Center and an independent Back-up Control Center, as the ISO 
deems necessary to comply with applicable NERC/NPCC Requirements and any applicable regulatory 
requirement. 

(b)      The ISO shall receive, confirm and schedule External Transactions for the New England 
Transmission System; enter into Coordination Agreements and operating arrangements  with the operators of 
neighboring Control Areas; coordinate system operation and emergency procedures with neighboring Control Areas; 
and administer each PTO’s Interconnection Agreements with neighboring Control Areas and scheduling provisions of 
the tariff(s) applicable to External Transactions, in accordance with the terms of those agreements and tariffs; provided 
that as of the Operations Date, the applicable agreements and tariffs shall be set forth in Schedule 3.02(b).  

(c)       The ISO shall act as the Reliability Authority for the New England Transmission System.  The 
ISO may intercede and direct appropriate near-term operational actions in order to protect reliability, provided that 
nothing in this Section 3.02(c) shall require any PTO to undertake an action contrary to applicable Law or shall limit 
the right of each PTO pursuant to Section 3.07 to take any action(s) that it deems necessary to prevent loss of human 
life, injury to persons and/or damage to property.  

(d)       The ISO shall utilize the Operating Procedures relating to the exercise of Operating Authority 
over the Transmission Facilities.  The Operating Procedures shall initially consist of the Operating Procedures in 
existence on the Operations Date (hereinafter “Existing Operating Procedures”).  Such Existing Operating Procedures 
shall consist of those Operating Procedures listed in Schedule 3.02(d).  The ISO shall develop any modifications to 
Operating Procedures (including Existing Operating Procedures) and any new Operating Procedures that it may deem 
necessary or appropriate:  (i) in coordination with those PTOs (or their Local Control Centers, as applicable) whose 
Transmission Facilities will be operated in accordance with such Operating Procedures so as to ensure that that the 
PTO’s (or Local Control Center’s) knowledge of their Transmission Facilities is given due consideration in the 
development or modification of the transmission-related portions of such Operating Procedures and (ii) in consultation 
with other stakeholders.  The ISO shall have the authority to modify Operating Procedures or develop new Operating 
Procedures without such coordination or consultation when the ISO does not have sufficient time to undertake such 
coordination or consultation due to emergent and unanticipated circumstances.  In the event that the ISO and the 
applicable PTO(s) disagree about modifications to the  transmission-related portions of Operating Procedures or any 
new Operating Procedures related to the operation of such PTOs’ Transmission Facilities, the affected PTO(s) will 
have the opportunity to submit the dispute for resolution in accordance with the dispute resolution provisions set forth 
in Section 11.14 herein.  Pending such resolution, the ISO shall have the authority, as the system operator with ultimate 
authority for the real-time operation of the New England Transmission System, to implement any such new Operating 
Procedures or modified Operating Procedures.  Notwithstanding anything in the foregoing, Operating Procedures 
related to the establishment of ratings for a PTO’s New Transmission Facilities and Acquired Transmission Facilities or 
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related to changes to existing ratings of a PTO’s Transmission Facilities (collectively “Rating 
Procedures”) shall be developed and placed into effect pursuant to Section 3.06(a)(v). 

To the extent the PTOs will be required to physically operate their Transmission Facilities in accordance with any 
operational documents in effect as of the Operations Date or as subsequently developed or amended by the ISO (other 
than the Operating Procedures), the ISO shall develop such operational documents and amendments thereto in 
coordination with those PTOs (or their Local Control Centers, as applicable) whose Transmission Facilities will be 
operated in accordance with such documents, provided that stakeholders shall have the right to consult in the 
development of such documents, subject to any limitations associated with the confidential nature of such documents 
consistent with confidentiality, that the ISO will have the right to place such operating documents into effect in the 
event of a dispute concerning such documents, and that the affected PTO(s) shall have the right to submit any such 
dispute for resolution in accordance with the dispute resolution provisions set forth in Section 11.14 herein.  Any such 
coordination between any PTO and the ISO pursuant to this Section 3.04(d) shall be subject to applicable standards of 
conduct consistent with FERC Order No. 889. 

(e)       The ISO shall seek agreement with the PTOs, where time limitations do not make it 
impracticable to do so, on real-time operational decisions affecting the Transmission Facilities not otherwise specified 
in the Operating Procedures developed in accordance with Section 3.02(d).  In the absence of such agreement, or if 
time limitations do not permit reaching agreement, the ISO shall implement its operational decision.  If such ISO 
decision is disputed, the ISO’s position shall control pending resolution of the dispute. 

(f)       The ISO shall develop, maintain, and, if needed, implement the System Restoration Plan for the 
New England Transmission System, which shall include the existing PTO Local Restoration Plans.  The ISO shall 
develop any modifications to the System Restoration Plan in consultation with the PTOs and shall incorporate into the 
System Restoration Plan any modifications developed by each PTO to their PTO Local Restoration Plans, provided that 
any modifications to the PTO Local Restoration Plans are subject to the ISO’s approval in order to coordinate and 
promote the reliability of the Restoration Plans. 

(g)       The ISO shall coordinate voltage and reactive dispatch of facilities to the extent normal 
schedules are unable to be maintained by Local Control Centers. 

(h)       The ISO shall direct the implementation of emergency procedures, including Load Shedding and 
voltage reduction, in coordination with the PTO Local Control Centers. 

(i)       The ISO shall have the authority to perform the following tasks in relation to compliance with 
current or future PTO responsibilities: 

(i)       perform all compliance and monitoring responsibilities of the ISO, including the issuance 
of sanction letters,  with respect to existing or successor NERC or NPCC compliance programs 
associated with standards, criteria and measurements for which the PTOs are responsible and 
accountable to the ISO. To the extent that the ISO receives a sanction letter from NERC or 
NPCC that is substantially related to the actions of a PTO, the ISO may issue a sanction letter to 
such PTO; 

(ii)       perform all compliance and monitoring responsibilities of the ISO associated with 
Operating Procedures relating to standards, criteria and measurements that the PTOs are 
responsible for and accountable to the ISO. Such responsibilities shall include audits of PTOs for 
compliance with Operating Procedures to the extent the ISO determines such audits are 
necessary, and the issuance of sanction letters; 

(iii)       perform periodic audits of each Local Control Center’s and PTO’s performance of the 
functions listed in Sections 3.06 (a)(i), (ii), (iv), (vi), (vii), (viii), (ix) and (x) in accordance with 
applicable Operating Procedures and applicable reliability standards, including audits to monitor 
compliance of the Local Control Center (and PTO employees interacting with the Local Control 
Centers) with the ISO Information Policy and applicable standards of conduct consistent with 
FERC Order No. 889 in performing these functions.  Such Local Control Center audits shall 
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generally be conducted no more frequently than once every three years, provided that the ISO 
shall have the authority to conduct an audit more frequently if it determines that circumstances 
so require. 

All audits conducted pursuant to this Section 3.02(i) shall be conducted by the ISO or by an independent third party, 
with expenses of the ISO (or the third-party auditor) borne by the ISO and recovered through its administrative tariff. 
 The PTO shall bear its own expenses in complying with the audit.  Such audits shall be conducted during normal 
business or operational hours and with reasonable notice.  The general scope of each audit and the general process for 
conducting the audit will be discussed with the affected PTO in advance.  Nothing in this Section 3.02(i) shall imply 
that a sanction letter shall include any financial or other penalties.  Nothing in this Section 3.02(i) shall limit the right of 
the ISO to separately file proposals at FERC to assess financial or other penalties against any entity or shall limit the 
right of the PTOs to comment on or protest any such proposals. 

(j) In addition to the functions set forth in Sections 3.02(a) - (i), Operating Authority shall also 
consist of the following functions that the ISO shall perform with respect to each PTO’s Category A Facilities; 
provided, however, that the ISO (in the absence of the PTO’s consent) is not authorized to perform such functions with 
respect to any PTO’s Category B Facilities or Local Area Facilities, unless the outages of such facilities reasonably 
could be expected to result in a violation of reliability criteria:  

(i)       monitor and control, in accordance with the facility ratings established by the PTOs in 
collaboration with the ISO pursuant to Section 3.06, on a real-time basis, power flows on the system, 
voltage and system frequency; and  

(ii)       coordinate with the Local Control Centers on the settings for dynamic reactive resources, 
FACTS controllers, special protection systems, PARS, and other similar dynamic equipment that affects 
power flows, and approve or direct changes to such settings. 

(k)       If at any time, any Party provides notice to all of the other Parties that it believes NERC and 
NPCC documents that are not NERC/NPCC Requirements have been modified so as to expand the scope of the 
functions to be performed by the ISO or the PTOs, the Parties shall consider in good faith changes to this Agreement 
that will allow the Parties to follow such guidelines; provided, however, that, the Parties shall have no obligation to 
agree to such changes.  If the Parties cannot agree to such changes, the dispute resolution procedures of Section 11.14 
shall be utilized.  Nothing in this Section 3.02(k) shall be construed to excuse any Party from complying with 
applicable NERC/NPCC Requirements.  

3.03      Transmission Services and OATT Administration. 

(a)       The ISO shall administer the ISO OATT in the manner specified in this Section 3.03.  The ISO’s 
OATT administration responsibilities shall include those enumerated below:  

(i)       The ISO shall receive, post on OASIS as required by Commission regulations, and 
respond to all Transmission Service requests and requests to be interconnected to the New England 
Transmission System under the ISO OATT, including the Local Service Schedules.  Except as provided 
in Section 3.03(a)(ii), the ISO shall perform the system impact studies and facilities studies (and execute 
and administer agreements for such studies) in connection with such requests; provided, however, that: 
 (A) the ISO shall consult with a PTO prior to completion of system impact studies and facilities studies 
in connection with requests that affect such PTO’s Transmission Facilities and shall include in any such 
studies the PTO’s reasonable estimates of the costs of upgrades to such PTO’s Transmission Facilities 
needed to implement the conclusions of such studies and the PTO’s reasonable anticipated schedule for 
the construction of such upgrades; (B) nothing in this Agreement shall preclude the ISO from entering 
into an agreement(s) with a PTO for such studies, pursuant to the ISO’s supervision and the ISO’s 
authority to require modifications to such studies, to perform system impact studies and facilities studies 
in connection with requests that affect such PTO’s Transmission Facilities; (C) except as provided in 
Section 3.03(a)(ii) with respect to interconnection of Generating Units that would not have an impact on 
facilities used for the provision of regional transmission service, nothing in this Agreement shall 
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preclude the performance of studies related to the interconnection of Generating Units by a third 
party consultant to the extent permitted by applicable procedures in the ISO OATT (including 
procedures governing the treatment of confidential information) and provided that such studies 
performed by any third party consultant must include the PTO’s reasonable estimates of the costs of 
upgrades to such PTO’s Transmission Facilities needed to implement the conclusions of such studies 
and the PTO’s reasonable anticipated schedule for the construction of such upgrades; and (D) each PTO 
shall, upon request by the ISO, conduct any necessary studies related to such PTO’s Transmission 
Facilities, including system impact studies and facilities studies, and shall assist in the performance of 
any such studies, including the provision of information and data in accordance with Section 11.09 of 
this Agreement. 

(ii)       The ISO shall forward to the appropriate PTO(s) applications for Local Service.  The ISO 
shall review applications for Local Service or requests to be interconnected to the New England 
Transmission System to determine whether the service or interconnection would have an impact on 
facilities used for the provision of regional transmission service.  If so, the ISO will perform a system 
impact study and facilities study, as necessary to address the impacts on facilities used for the provision 
of regional transmission service.  The PTO shall be responsible for reviewing and responding to requests 
for Local Service not having an impact on facilities used for the provision of regional transmission 
service and for interconnections not having an impact on facilities used for the provision of regional 
transmission service, and shall perform all system impact studies and facilities studies regarding such 
requests; provided, however, that the PTO shall consult with the ISO prior to completion of such system 
impact studies and facilities studies and further provided that the ISO will use reasonable efforts to assist 
the PTO and interconnecting party in resolving disputes arising regarding the performance of such 
studies.  The PTOs shall provide the ISO with information necessary to evaluate any such dispute in 
accordance with Section 11.09 of this Agreement, and shall include provisions in each of their study 
agreements providing for reimbursement of the ISO's costs incurred in these efforts. 

(iii)       The ISO shall calculate the TTC and ATC for all interties on the New England 
Transmission System and determine the TTC and ATC calculation methodologies for interties on the 
New England Transmission System (consistent with applicable NERC/NPCC Requirements and 
applicable regulatory standards), provided that modifications to calculation methodologies as they exist 
on the Operations Date shall be developed by the ISO in consultation with the PTOs and other interested 
stakeholders.  To the extent that TTC and ATC on a PTO’s Local Network must be calculated in 
connection with the provision of Local Service, then the PTO shall calculate such TTC and ATC. 

(iv)       The ISO shall operate and maintain the OASIS (or a successor system) as required by 
FERC, including posting of TTC/ATC for interties on the New England Transmission System; provided, 
however, that such system shall conform to the requirements for such systems as specified by FERC. 
 The PTOs shall provide updates to PTO-specific Local Service pages on the OASIS site, subject to the 
ISO’s review of such updates.  The ISO shall have the authority to direct any changes to such PTO-
specific Local Service pages that it deems appropriate to conform to FERC requirements and the terms 
and conditions of the ISO OATT. 

(v)       The ISO shall procure and act as supplier of last resort of Ancillary Services (including 
arranging for the sale and purchase of emergency capacity and energy with neighboring Control Areas), 
in accordance with the ISO OATT and FERC-accepted or -approved Market Rules. 

(vi)      The ISO shall provide regional Transmission Service to Transmission Customers over the 
Transmission Facilities in accordance with the rates, terms and conditions of the ISO OATT, subject to 
Section 3.03(c) with respect to Local Service. 

(vii)      The ISO shall track inadvertent energy and administer inadvertent energy 
payback/accounting with neighboring Control Areas in accordance with the terms and conditions of the 
Interconnection Agreements or Coordination Agreements with neighboring Control Areas and 
applicable tariff provisions. 
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(viii)       The ISO shall make informational filings with the Commission that are required of an 
RTO, provided that the relevant PTOs shall provide the ISO with all necessary information to make such 
filings, in such manner as the ISO shall reasonably prescribe and in accordance with Section 11.09 of 
this Agreement. 

(b)     Notwithstanding Section 3.03(a), generators requesting to interconnect with the distribution 
facilities of a PTO or a PTO’s distribution company Affiliate and retail load customers shall submit service requests to 
the applicable distribution company or the PTO, where applicable.  The distribution company or, where applicable, the 
PTO shall execute and administer the agreements, and shall be responsible for billing, collections, dispute resolution 
and the performance of system impact studies and facilities studies, in coordination with the ISO as necessary, in 
connection with such requests.    

(c)       Local Service.  Each PTO authorizes the ISO to act as its agent in the performance of its 
Transmission Service and OATT administration duties with regard to Local Service, including all ISO responsibilities 
with respect to Local Service and Local Area Facilities as set forth in Section 3.03(a) above.  Each PTO agrees to 
perform all tasks and undertake all responsibilities necessary and appropriate to facilitate the provision of Local Service 
in accordance with its Local Service Schedule.  Each PTO shall, in accordance with Section 11.09 of this Agreement, 
provide the ISO with information and data requested by the ISO to perform its Transmission Service and OATT 
administration duties with regard to Local Service,  Each PTO shall maintain its Local Service Schedules in accordance 
with FERC regulations governing filed rate schedules, shall provide the ISO with copies of proposed changes to its 
Local Service Schedules when filed with the FERC, and shall notify the ISO when FERC approves or accepts changes 
to such Local Service Schedules.  Each PTO shall be responsible for sending all invoices for Local Service to 
Transmission Customers and pursuing collections for outstanding payments due for Local Service.  The ISO, by the 
execution of this Agreement, shall not assume any liability in connection with the provision of Local Service other than 
the liability which may result from an act or omission of the ISO related to the ISO’s rights and responsibilities under 
this Agreement, including an ISO directive and/or instruction to a Party.  Nothing in this Section 3.03(c) shall affect the 
relative rights and responsibilities of the Parties pursuant to Article IX of this Agreement.  

(d)       Transmission Service Agreements.  The ISO and the applicable PTOs shall enter into all 
agreements for Transmission Service over the Transmission Facilities that commence on or after the Operations Date; 
provided that: 

(i)        A pro forma service agreement (or service agreements) shall be attached to the ISO 
OATT and such pro forma service agreement(s) shall set forth the respective rights and 
responsibilities of the Transmission Customer, the ISO, and the PTOs. After the 
Operations Date, the ISO shall have the authority, pursuant to Section 205 of the Federal 
Power Act, to amend the pro forma service agreement(s) or the Market Participant 
Service Agreement (“MPSA”) or executed service agreements related to the terms and 
conditions of regional Transmission Service.  After the Operations Date, the PTOs, acting 
jointly in accordance with the Disbursement Agreement among them, shall have the 
authority, pursuant to Section 205 of the Federal Power Act, to amend the pro forma 
service agreement(s) related to the terms and conditions of Local Service. and each PTO 
shall have the authority, pursuant to Section 205 of the Federal Power Act, to amend 
executed service agreements related to the terms and conditions of Local Service. 

(ii)       On or after the Operations Date, the ISO shall be responsible for filing with the FERC, or 
electronically reporting to the FERC as applicable, all new agreements for Transmission 
Service over the Transmission Facilities.  Such filings with respect to Local Service will 
be made by the ISO as agent for the applicable PTO.  In the event of any dispute between 
the ISO or a PTO and a Transmission Customer concerning the terms and conditions of 
such service agreements, the ISO shall file an unexecuted copy of the pro forma service 
agreement set forth in the ISO OATT and shall include in such filing any statement 
provided by the affected PTO(s) and the Transmission Customers concerning their 
respective positions on any proposed changes or additions to the pro forma service 
agreement. 
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(iii)      Notwithstanding the foregoing, the PTOs (or their affiliated distribution companies) shall 
be solely authorized to enter into service agreements for retail service and service to 
generators connected at the distribution facility level.   

Nothing in this Section 3.03(d) shall limit the ISO’s obligations with respect to Grandfathered Transmission 
Agreements in accordance with Section 3.11 of this Agreement.  The PTOs shall submit all required electronic reports 
with respect to such Grandfathered Transmission Agreements.  If and to the extent that FERC regulations require the 
ISO to submit such electronic reports for the Grandfathered Transmission Agreements, the PTOs shall provide the ISO 
with assistance in developing and submitting such required reports. 

(e)       Local Networks.  A “Local Network” shall consist of those networks of Transmission Facilities 
identified on Attachment E of the ISO OATT as of the Operations Date.  The Local Networks shall only be changed to 
reflect the effectuation of a merger, acquisition, or consolidation and reorganization, to add a new PTO from outside of 
the New England Control Area, or to reflect the withdrawal from the ISO of a PTO. 

3.04      Application Authority.   

(a)       Each PTO other than a Publicly-Owned PTO shall have the authority to submit filings under 
Section 205 of the Federal Power Act, and each Publicly-Owned PTO shall have the authority to the extent permitted 
by, or in a manner consistent with state law applicable to Publicly-Owned PTOs, to establish and to revise: 

(i)       the revenue requirements for all Transmission Facilities of such PTO used for the 
provision of Transmission Service (including Transmission Facilities leased to the PTO or to which the 
PTO has contractual entitlements);  

(ii)      any rates or charges for transmission services that are based solely on the revenue 
requirements of the Transmission Facilities of a single PTO (including Transmission Facilities leased to 
the PTO or to which the PTO has contractual entitlements) under such PTO’s FERC-accepted or -
approved Local Service Schedule to the ISO OATT;  

(iii)     any terms and conditions for Local Network Service or Local Point-to-Point Transmission 
Service under such PTO’s Local Service Schedule to the ISO OATT; 

(iv)      any rates or charges for the recovery of such PTO’s investment in a New Transmission 
Facility or Transmission Upgrade that enters commercial service after the effective date of the ISO 
OATT and the construction of which was not required by, or approved in, an ISO System Plan; 
provided, however, that if the ISO OATT utilizes a formula-type transmission rate, the revenue 
requirement for such Transmission Facility shall not be rolled into such rate without a FERC order 
expressly permitting such roll-in; 

(v)      any terms and conditions for such PTO’s or such PTO’s affiliated distribution company’s 
retail access plans, whether such terms and conditions are  included in the ISO OATT or in any other 
tariff applicable to that PTO filed with FERC, and including any such terms and conditions in the ISO 
OATT or in any other tariff applicable to that PTO that protect against bypass of any provision of that 
PTO’s retail access plan; 

(vi)      any rates or charges for the recovery of such PTO’s wholesale or retail stranded costs and 
any terms and conditions in the ISO OATT or in any other tariff applicable to that PTO filed with FERC 
that protect against bypass of rates or charges for the recovery of that PTO’s wholesale or retail stranded 
costs; 

(vii)     any rates or charges, and terms and conditions related thereto, that implement an 
incentive or performance-based rate proposal made by one or more (but fewer than all) PTOs, applicable 
only to service provided by such PTO(s) under their Local Service Schedules; and 

(viii)   subject to the provisions of Section 2.05, any terms and conditions of Interconnection 
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Agreements with any entities connecting with such PTO’s Transmission Facilities, provided that 
such Interconnection Agreements shall not include any operating arrangements and Coordination 
Agreements that the ISO may enter into with operators of neighboring Control Areas in accordance with 
Section 3.02(b). 

A PTO shall not have the authority to revise such rates, terms and conditions in a manner that would abridge the rights 
granted to the ISO in Section 3.04(c).  The PTO shall provide written notification to the ISO and stakeholders of any 
filing described in sub-paragraph (ii) through (viii), above, which notification shall include a detailed description of the 
filing, at least 30 days in advance of a filing.  The PTO shall consult with interested stakeholders upon request.  The 
PTO shall retain the right to modify aspects of any filing authorized by this Section 3.04(a) after it provides written 
notification to the ISO and stakeholders, and shall provide notification to the ISO and stakeholders of any material 
modification to such filings.   

With respect to any filing described in sub-paragraph (ii) through (viii), above, the PTO shall include in any filing a 
statement that, in the good faith judgment of the PTO, the proposal will not be inconsistent with the design of the New 
England Markets, as accepted or approved by FERC.  In the event the ISO believes that a proposed filing described in 
sub-paragraph (ii) through (viii), above, would have such an inconsistency, it shall so advise the PTO and such PTO 
and the ISO shall consult in good faith to resolve any ISO concerns, but, if such disagreement cannot be resolved, the 
PTO may submit a filing under Section 205, provided that the PTO’s filing (including the transmittal letter for such 
filing) to FERC shall include any written statement provided by the ISO setting forth the basis for the ISO’s concerns. 
 With respect to any PTO whose transmission rates and revenue requirements are not subject to FERC jurisdiction 
under Section 205 or otherwise, such PTO shall have the right to establish its revenue requirements, and, where 
applicable, its rates and charges, in accordance with applicable law and submit such revenue requirements, rates and 
charges to FERC for a determination that inclusion of such revenue requirements, rates and charges in the ISO OATT 
will yield rates and charges for Transmission Service that satisfy the applicable standard under Section 205.   

A PTO shall consult with the ISO to determine whether the ISO will need to make any software modifications in order 
to implement any filing authorized by this Section 3.04(a) and when any needed software modifications could 
reasonably be expected to be implemented.  The PTO’s filing to FERC (and the transmittal letter for such a filing) shall 
include any written statement provided by the ISO setting forth the basis for any software-related implementation 
concerns raised by the ISO.  The ISO shall make Commercially Reasonable Efforts to implement any needed software 
modifications by the effective date accepted by the FERC for a filing authorized by this Section 3.04(a), provided that, 
if the ISO has exercised such Commercially Reasonable Efforts, a failure to implement needed software modifications 
by the FERC-accepted effective date shall not constitute an event of default by the ISO under this Agreement or subject 
the ISO to financial damages, and further provided that the ISO shall run retroactive settlements consistent with the 
FERC-accepted effective date for a filing authorized by this Section 3.04(a) once such software modifications have 
been implemented.  

(b)       The PTOs, acting jointly in accordance with the Disbursement Agreement among them, shall 
have the authority to submit filings under Section 205 of the Federal Power Act to establish and to revise: 

(i)      the rates and charges for Transmission Service pursuant to which the revenue requirements 
for all Transmission Facilities of the PTOs used for the provision of Transmission Service are recovered; 
including the design of any rates or charges for:  (A) regional Transmission Service on the New England 
Transmission System involving the use of more than one PTO’s Transmission Facilities; (B) 
Transmission Service between the New England Transmission System and any other transmission 
system; (C) Transmission Service through the New England Transmission System between other 
transmission systems; (D) the recovery of any portion of the revenue requirements of the PTOs 
attributable to the elimination of any rates or charges (e.g., border charges) for any such Transmission 
Service;  (E) the methodology by which the costs of Transmission Upgrades related to generator 
interconnections are allocated under the ISO OATT and (F) the methodology by which the costs of New 
Transmission Facilities and Transmission Upgrades are allocated under the ISO OATT. 

(ii)      the methodology for the recovery and allocation of the line losses on the New England 
Transmission System, if and to the extent that the calculation of locational marginal prices for energy is 
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not designed to recover such losses; and 

(iii)      any rates or charges, and terms and conditions related thereto, that implement an 
incentive or performance-based rate proposal, applicable to the entire New England Transmission 
System.  

The PTOs shall not have the authority to revise such rates, terms and conditions in a manner that would abridge the 
rights granted to the ISO in Section 3.04(c).  The PTOs shall provide written notification of any proposed filing under 
this Section 3.04(b) to the ISO and stakeholders, which notification shall include a detailed description of the proposed 
filing, at least 30 days prior to the filing.  The PTOs shall retain the right to modify aspects of any filing authorized by 
this Section 3.04(b) after they provide written notification to the ISO and stakeholders, and shall provide notification to 
the ISO and stakeholders of any material modification to such filings.  If less than all of the PTOs support the filing, the 
PTOs will advise the ISO and stakeholders of that fact and the dissenting PTOs shall advise the ISO and stakeholders 
of their concerns.   

The PTOs and the ISO shall make every reasonable effort to agree upon the PTOs’ proposed  filing under this Section. 
 In the event the PTOs and the ISO are unable to agree on the PTOs’ filing under this Section, and the ISO in its good 
faith judgment concludes that the PTOs’ filing will:  

(A)      be inconsistent with the design of the New England Markets, including the 
congestion pricing methodology for the ISO region, as accepted or approved by FERC; 

(B)      have a material adverse effect on the efficiency or competitiveness of the New 
England Markets, or on the ability of the ISO to provide transmission access on a not unduly 
discriminatory or preferential basis; or 

(C)      have a material adverse effect on the reliability of the ISO bulk power system; 

then, except as provided in the next sentence, the PTOs’ filing will not become effective until such time as FERC issues 
an order determining the proposal set forth in the filing to be consistent with the standard applicable under Section 205 
of the Federal Power Act, and such a filing (including the transmittal letter for such a filing) shall include any written 
statement provided by the ISO setting forth the basis for the ISO’s concerns.  In the case of a filing described in sub-
paragraph (iii), above, the PTOs may request that FERC permit the filing to go into effect on an interim basis, 
notwithstanding the conclusion of the ISO.  If FERC grants the PTOs’ request  to permit the filing to go into effect on 
an interim basis, the filing will become effective, subject to refund, on the date specified in FERC’s order. 

The PTOs shall consult with the ISO to determine whether the ISO will need to make any software modifications in 
order to implement any filing authorized by this Section 3.04(b) and when any needed software modifications could 
reasonably be expected to be implemented.  The PTOs’ filing to FERC (and the transmittal letter for such a filing) shall 
include any written statement provided by the ISO setting forth the basis for any software-related implementation 
concerns raised by the ISO.  The ISO shall make Commercially Reasonable Efforts to implement any needed software 
modifications by the effective date accepted by the FERC for a filing authorized by this Section 3.04(b), provided that, 
if the ISO has exercised such Commercially Reasonable Efforts, a failure to implement needed software modifications 
by the FERC-accepted effective date shall not constitute an event of default by the ISO under this Agreement or subject 
the ISO to financial damages, and further provided that the ISO shall run retroactive settlements consistent with the 
FERC-accepted effective date for a filing authorized by this Section 3.04(b) once such software modifications have 
been implemented. 

(c)       The ISO shall have the authority to submit filings under Section 205 of the Federal Power Act to 
establish and to revise: 

(i)      any terms and conditions of the ISO Tariff, and any separate ISO tariffs, relating to 
Transmission Service and/or the New England Markets , provided that: (A) the ISO shall not have the 
authority to revise such terms and conditions in a manner that would abridge the rights granted to the 
PTOs in Section 3.04(a) or Section 3.04(b); (B) the ISO shall not have the authority to eliminate Local 
Network Service or Local Point-to-Point Transmission Service provided under the Local Service 
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Schedules; (C) the ISO shall not file to change the state or federally-accepted or -approved terms 
and conditions of any PTO’s retail access plan or the terms and conditions of any retail access plans of a 
PTO’s affiliated distribution company’s (including any such terms and conditions that protect against 
bypass of any provision of a PTO’s retail access plan) or the state or federally-accepted or -approved 
rates and other mechanisms for the recovery of a PTO’s wholesale or retail stranded costs in effect as of 
the Operations Date; and (D) the ISO shall not have the authority to transfer to any third party the ISO’s 
Section 205 rights to revise the terms and conditions of Transmission Service or the authority to enter 
into agreements with any group of stakeholders to submit filings under Section 205 of the Federal Power 
Act to change the terms and conditions of Transmission Service where such proposed changes are not 
supported by the ISO but are approved by a vote of the stakeholder group. 

The ISO shall provide written notification of any proposed filing under this Section 3.04(c) to the PTOs and 
stakeholders, which notification shall include a detailed description of the proposed filing, at least 30 days prior to the 
filing.  The ISO shall consult with the PTOs and stakeholders and will consider any comments any PTO or stakeholder 
provides in developing its filing.  The ISO shall retain the right to modify aspects of any filing authorized by this 
Section 3.04(c) after it provides written notification to the PTOs and stakeholders and shall provide notification to the 
PTOs and stakeholders of any material modification to such filings.  In addition, the ISO shall consult with the PTOs to 
determine whether the filing will have any adverse impact on any PTO’s revenue requirements, or on the ability of any 
PTO to recover its revenue requirements, or have a material adverse impact on the ability of any PTO to implement an 
incentive rate plan then in effect.  If the affected PTOs conclude in their good faith judgment that the filing will have 
any of such effects, the ISO and the affected PTOs will make every reasonable effort to resolve the concerns of the 
affected PTOs.  In the event that the affected PTOs’ concerns cannot be resolved, the ISO may, nevertheless, make a 
filing under Section 205 provided that, except as provided in the next sentence, such a filing will not become effective 
until such time as the Commission issues an order determining the proposal set forth in the filing to be consistent with 
the standard applicable under Section 205 of the Federal Power Act.  The ISO may request that FERC permit a filing 
authorized by this Section 3.04(c) to go into effect on an interim basis, notwithstanding the conclusion of the affected 
PTOs, provided that the ISO shall include in such a filing (and the transmittal letter for such a filing) any written 
statement provided by the affected PTOs setting forth the basis for the affected PTOs’ concerns.  If FERC grants the 
ISO’s request to permit the filing to go into effect on an interim basis, the filing will become effective, subject to 
refund, on the date specified in FERC’s order.  Notwithstanding the foregoing, in Exigent Circumstances , the ISO shall 
have the unilateral authority, upon written notice to the PTOs, the Participants Committee, and the individual 
Participants, to submit any filing under Section 205 of the Federal Power Act to modify any provision of the ISO Tariff 
as authorized in this Section 3.04(c), provided that such filing shall be subject to all conditions set forth in this Section 
3.04(c) except for those conditions that would limit the ISO from submitting or implementing such an ISO unilateral 
filing on an expedited basis or that would require the consultation otherwise specified herein. 

(d)     Except as explicitly set forth in Section 3.04(e), with respect to certain items listed in Sections 
3.04(a) and 3.04(b), the ISO shall have no authority to submit a filing under Section 205 of the Federal Power Act to 
modify any provision of the ISO OATT that implements any of the items listed in Section 3.04(a) or Section 3.04(b). 
 The PTOs shall have no authority to submit a filing under Section 205 of the Federal Power Act to modify any 
provision of the ISO OATT that implements any of the items listed in Section 3.04(c).  The ISO reserves its rights to 
intervene in, comment on or protest any filing made by the PTOs, and to submit proposals for the consideration of the 
PTOs and the PTOs reserve their rights to intervene in, comment on or protest any filing made by the ISO, and to 
submit proposals for the consideration of the ISO.   

(e)       In the event the ISO determines that a change in the design of any provision of the ISO OATT 
described in Section 3.04(a)(ii), (iii), (iv) or (vii) or 3.04(b) is required because the existing design of any rates or 
charges for Transmission Service is inconsistent with the design of the New England Markets, and such inconsistency 
will, if not remedied before relief would be available in a proceeding under Section 206 of the Federal Power Act, 
either:  (i) substantially and adversely affect the efficiency or competitiveness of the  New England Markets, or (ii) 
substantially and adversely affect the reliability of the ISO bulk power system, a senior officer of the ISO shall notify 
the affected PTO(s) of its determination.  Upon receipt of such notification, the affected PTO(s) and the ISO shall 
diligently work together to arrive at appropriate changes in the rates to alleviate the conditions that led to this 
notification being given, while protecting the rights of the affected PTO(s) to fully recover their revenue requirements 
and the amount of incentive payments associated with FERC-accepted or -approved incentive arrangements for the 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 641 of 732



PTO(s).  If the affected PTO(s) and the ISO agree on a solution to this issue, the affected PTO(s) shall 
make a filing at FERC under Section 205 consistent with such agreement.   

If the affected PTO(s) and the ISO cannot agree on a mutually acceptable Section 205 filing to address this issue within 
a period of thirty (30) days, and the affected PTO(s) do not make a Section 205 filing within the thirty (30) day period, 
then the ISO shall have the authority to submit a filing under Section 205 of the Federal Power Act as permitted herein. 
provided that such a Section 205 filing shall not be submitted until the PTOs have an opportunity to meet with 
representatives of the ISO Board of Directors if requested by any PTO with reasonable notice, and the ISO may, with 
the approval of FERC, place a replacement for such rate design into effect, while the proceeding on the ISO’s filing is 
pending before FERC, for a period no longer than fifteen (15) months, provided that such filing shall not propose a 
modification that adversely affects the rights of the affected PTO(s) to fully recover their FERC-allowed revenue 
requirements and the amount of incentive payments associated with FERC-allowed incentive arrangements for the PTO
(s) or that would result in any costs previously approved or accepted for recovery under either a federal or state-
jurisdictional rate thereafter becoming unrecoverable under either a federal or state-jurisdictional rate, and the 
replacement rate design proposal of the ISO is subject to refund and surcharge, as necessary to restore the status quo 
ante if FERC does not ultimately approve that proposal.  To place its replacement rate design proposal into effect, the 
ISO shall bear the burden of persuading FERC that:  (i) the ISO’s replacement proposal is consistent with the standard 
applicable under Section 205 of the Federal Power Act; (ii) the ISO’s determination regarding the inconsistency of the 
existing rate design with the design of the New England Markets and the impact of that inconsistency, as set forth in the 
first sentence of this subsection, is correct; and (iii) the ISO’s proposal will not adversely affect the rights of the 
affected PTO(s) to fully recover their FERC-allowed revenue requirements or the amount of incentive payments 
associated with FERC-allowed incentive arrangements for the PTO(s) or to fully recover costs previously approved or 
accepted for recovery under either a federal or state-jurisdictional rate.  Notwithstanding the foregoing, in Exigent 
Circumstances , the ISO shall have the unilateral authority, upon written notice to the PTOs, the Participants 
Committee and the individual Participants, to submit a filing under Section 205 of the Federal Power Act to modify any 
provision of the ISO Tariff described in this Section 3.04(e), provided that such filing shall be subject to all conditions 
set forth in this Section 3.04(e) except for those conditions that would limit the ISO from submitting or implementing 
such an ISO unilateral filing on an expedited basis or that would require the consultation otherwise specified herein. 

(f)       In the event the ISO concludes that a filing to establish or to revise the terms and conditions listed 
in Section 3.04(c) is required  and that providing the notification or consultation required under Section 3.04(c) for such 
filing would result in an unanticipated material adverse effect on the efficiency or competitiveness of the New England 
Markets or the reliability of the ISO bulk power system in the circumstances, the ISO:  (i) shall provide such 
notification to the PTOs and stakeholders or undertake such consultation with the PTOs and stakeholders as is possible 
under the circumstances; and (ii) may submit a filing under Section 205 to establish or to revise the terms and 
conditions listed in Section 3.04(c) upon issuance of a written statement setting forth the circumstances that do not 
permit such notification or consultation. 

(g)       In the event the PTO(s) conclude that a filing to establish or to revise the rates, terms and 
conditions listed in Section 3.04(a) or 3.04(b) is required and that providing the notification or consultation required 
under Section 3.04(a) or Section 3.04(b) for such filing would result in an unanticipated material under-recovery of the 
PTO(s)’ revenue requirements or other material adverse financial effect on the PTO(s), the PTO(s):  (i) shall provide 
such notification to the ISO and stakeholders or undertake such consultation with the ISO as is possible under the 
circumstances; and (ii) may make a Section 205 filing to establish or to revise the rates, terms and conditions listed in 
Section 3.04(a) or 3.04(b) upon issuance of a written statement setting forth the circumstances that do not permit such 
notification or consultation. 

(h)        Cost Allocation Moratorium    

(i)       During the five (5) year period commencing on the Operations Date (the “Moratorium 
Period”), neither the PTOs, pursuant to Section 3.04(b), nor the ISO, pursuant to Section 3.04(e), shall 
submit filings under Section 205 of the Federal Power Act to modify: 

(A)     the provisions and schedules of the ISO OATT governing the split between PTF 
and Non-PTF transmission facilities in effect prior to the Operations Date for purposes of 
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allocating costs to Transmission Customers; 

(B)     the provisions and schedules of the ISO OATT establishing the methodology by 
which the costs of Transmission Upgrades and New Transmission Facilities related to generator 
interconnections are allocated under the ISO OATT; and  

(C)     the provisions and schedules of the ISO OATT establishing the methodology by 
which the costs of New Transmission Facilities and Transmission Upgrades are allocated under 
the ISO OATT; 

(ii)      The Parties’ agreement to forego submission of Section 205 filings during the Moratorium 
Period with respect to the items listed in Section 3.04(h)(i) (A) through (C) above shall not restrict in 
any way the rights of the PTOs, pursuant to and in accordance with Sections 3.04(b) or 3.04(a), to 
submit Section 205 filings to modify any elements of the rates applicable to Transmission Service other 
than those items listed in Section 3.04(h)(i) (A) through (C).  Nothing in this Section 3.04(h) shall 
restrict in any way the rights of the PTOs to submit Section 205 filings to establish incentive or 
performance-based rates in accordance with Section 3.04(b)(iii) or to submit Section 205 filings to 
establish formula or stated rates in accordance with Section 3.04(b)(i), provided that such filings do not 
propose to modify the items listed in Section 3.04(h)(i) (A) through (C).  Nothing in this Section 3.04(h) 
shall restrict in any way the rights of the ISO, pursuant to and in accordance with Section 3.04(e), to 
submit Section 205 filings to modify any elements of the rates applicable to Transmission Service other 
than, provided that such filings do not propose to modify the items listed in Section 3.04(h)(i) (A) 
through (C). 

(iii)     Notwithstanding Section 3.04(h)(i)(B) above, to the extent that the requirements for any 
New Transmission Facilities or Transmission Upgrades associated with new or existing generation set 
forth in the ISO OATT are modified during the Moratorium Period in a manner that creates a new or 
modified category of generator-related transmission costs, the PTOs shall have the authority, in 
accordance with Section 3.04(b), to submit Section 205 filings during the Moratorium Period to 
establish the methodology by which such new or modified generator-related transmission costs are 
allocated.   

(iv)    Nothing in this Section 3.04(h) shall supersede or alter the effect of any FERC orders 
concerning the allocation of costs for specific transmission facilities in the New England region.   

(v)      Nothing in this Section 3.04(h) shall restrict in any way the rights of the ISO or of any 
PTO during the Moratorium Period to submit a filing under Section 206 of the Federal Power Act to 
modify the provisions and schedules described in Section 3.04(h)(i) (A) through (C). 

(vi)    After the end of the Moratorium Period, the PTOs may exercise their rights in accordance 
with Section 3.04(b)to submit Section 205 filings to modify the provisions and schedules described in 
Section 3.04(h)(i) (A) through (C); provided that: 

(A)      The PTOs must provide the ISO, the Regional State Committee established by the 
states in the ISO region (the “Regional State Committee”), and stakeholders no less than 90 days 
advance notification of the proposed filing, including a detailed description of any proposed 
change to the cost allocation provisions set forth in Schedules 11 or 12 of the ISO OATT as of 
the Operations Date (or the successors thereto).  The PTOs, the ISO and the Regional State 
Committee shall engage in a process of consultation and negotiation in order to attempt to reach 
consensus on such filing. 

(B)      At least 30 days prior to the proposed filing date the Regional State Committee 
may inform the PTOs that the Committee opposes the PTOs’ proposal to change the cost 
allocation provisions set forth in Schedules 11 or 12 of the ISO OATT as of the  Operations Date 
(or the successors thereto). 
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(C)      If the Regional State Committee opposes the PTOs’ proposal to change the cost 
allocation provisions set forth in Schedules 11 or 12 of the ISO OATT as of the Operations Date 
(or the successors thereto), the PTOs may make the Section 205 filing to modify the cost 
allocation provisions set forth in Schedules 11 or 12 of the ISO OATT as of the Operations Date 
(or the successors thereto); provided that:  (1) such filing may not go into effect until FERC has 
approved the filing; (2) the Regional State Committee will have the right to provide the PTOs 
with an alternative proposal to change the cost allocation provisions set forth in Schedules 11 or 
12 of the ISO OATT as of the Operations Date (or the successors thereto) which the PTOs will 
include in their Section 205 filing and which will be considered on an equal footing with the 
PTOs’ proposal in the FERC proceeding, and (3) such alternative proposal shall not adversely 
affect the rights of the affected PTO(s) to fully recover their FERC-allowed revenue 
requirements and the amount of incentive payments associated with FERC-allowed incentive 
arrangements for the PTO(s) or result in any costs previously approved or accepted for recovery 
under either a federal or state-jurisdictional rate thereafter becoming unrecoverable under either a 
federal or state-jurisdictional rate. 

(D)      If, notwithstanding the requirements of  Section 3.04(h)(vi)(C), the Regional State 
Committee submits an alternative proposal to change the cost allocation provisions set forth in 
Schedules 11 or 12 of the ISO OATT as of the Operations Date (or the successors thereto) that 
any PTO believes causes an under-recovery of costs when used in conjunction with the other 
elements of the rate design for transmission rates filed by the PTOs (or the one already in effect 
if the PTOs’ filing does not propose to change the rate design), the PTO(s) will have the right: 
 (1) to include in such filing an explanation of why the PTO or PTOs believe the Regional State 
Committee proposal causes an under-recovery of costs contrary to the requirements of Section 
3.04(h)(vi)(C); and (2) to file a modified rate design that eliminates such under-recovery (or a 
rate mechanism filed by one or more PTOs individually for that purpose, when the under-
recovery affects them uniquely) in the event that the alternative proposal to change the cost 
allocation provisions set forth in Schedules 11 or 12 of the ISO OATT as of the Operations Date 
(or the successors thereto) is approved by the FERC placed into effect coincident with the 
effective date of such proposal. 

(E)      Any requirements established by this Section 3.04(h)(vi) with respect to the 
Regional State Committee shall not subject any PTO or ISO-NE to the jurisdiction or authority 
of any agent or agency of any state participating in the Regional State Committee.   

(vii)      After the end of the Moratorium Period, the ISO may exercise its rights in accordance 
with Section 3.04(e) to submit Section 205 filings to modify the provisions and schedules described in 
Section 3.04(h)(i) (A) through (C) if the PTOs fail to alleviate the conditions specified in Section 3.04
(e). 

(i)      The ISO shall have sole authority to submit Section 205 filings to recover its administrative, 
capital and other costs (including the collection of funds from Transmission Customers to support payment of FERC 
annual charges with respect to transmission service for which the ISO is the Transmission Provider as defined in FERC 
rules and orders) including the design of any charges therefore (the “ISO Administrative Charge”). 

(j)      Nothing in this Agreement shall restrict in any way the rights of the ISO or of any PTO to submit 
an application under Section 206 of the Federal Power Act for revisions to the rates, terms and conditions of service 
under the ISO OATT.  Nothing in this Agreement shall subject any Publicly-Owned PTO to regulation of rates and 
charges applicable to its transmission facilities under Sections 205 or 206 of the Federal Power Act; provided, however, 
that the justness and reasonableness of regional transmission rates or charges may be evaluated in light of the levels of, 
and manner in which, the costs of Publicly-Owned PTOs’ transmission facilities are recovered under regional 
transmission rates.   

(k)      Nothing in this Agreement shall restrict in any way the rights of any PTO to submit a proposal 
under Section 205 of the Federal Power Act to participate in, join, or become an ITC pursuant to Attachment M to the 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 644 of 732



ISO OATT and, upon approval of such proposal, to withdraw from this Agreement in accordance with 
Section 10.01 of this Agreement. 

(l)       Stakeholder Process for Regional Rate Filings.  

(i)      Absent unanticipated circumstances, every PTO proposal to modify regional rates in 
accordance with Section 3.04(b) shall be presented by the PTOs to the appropriate stakeholder Technical 
Committee(s) for consideration and an advisory vote.  The Technical Committee, at its next meeting 
following the one at which the intial presentation is made (which shall be no later than 30 days after any 
proposal is made), shall:  (i) vote on the merits of the proposal as presented or with changes accepted by 
the PTOs; or (ii) by motion and vote of 66-2/3%, defer action on any proposal presented if it reasonably 
determines that additional information should and could be provided to more adequately inform the 
members of such Technical Committee before a vote on the merits is taken.  Any deferral shall be for no 
more than 30 days, after which the PTOs may move for an advisory vote upon their proposal at the next 
meeting of the Technical Committee (which shall be held within 30 days of the start of the deferral).  At 
that time, the Technical Committee may vote on the merits of the proposal as presented or with changes 
approved by the Committee, or may vote to oppose the proposal on the grounds that sufficient 
information has still not been provided, but may not defer consideration of the proposal for any further 
period without the consent of the PTOs.  Failure of the Technical Committee to vote within the time 
frames set forth in this paragraph shall advance the process to the next step, and in no event shall a 
period of longer than 60 days be required for the PTOs to submit a proposal to modify regional rate 
design in accordance with Section 3.04(b) to the Participants Committee. 

(ii)      Absent unanticipated circumstances and after the fulfillment of the procedures outlined in 
Section 3.04(l)(i), every PTO proposal to modify regional rates in accordance with Section 3.04(b) shall 
be presented by the PTOs to the stakeholder Participants Committee for an advisory vote, along with a 
report of any action, failure to act or advisory vote taken by any Technical Committee(s).  Such report 
shall be considered by the Participants Committee no later than the first regularly scheduled meeting 
following notification of that presentation.  The Participants Committee shall: (i) vote on the merits of 
the proposal as presented or with changes accepted by the PTOs; or (ii) by motion and vote defer action 
on any proposal if it reasonably determines that the proposal presented is materially different from the 
proposal presented to the Technical Committee, and was not voted on by the Technical Committee.  Any 
deferral shall result in a repeat of the processes outlined above.  Notwithstanding the foregoing, the 
Participants Committee may, at its discretion, consider and vote upon any proposal submitted to it and 
such a vote shall have the same effect as if the proposal had first been voted upon by a Technical 
Committee.  The Participants Committee may not defer action on any item that has been voted on by a 
Technical Committee and presented to the Participants Committee for an advisory vote unless the PTOs 
consent to such deferral.  If the Participant Committee has not scheduled a meeting to vote on the merits 
of a PTO proposal to modify regional rates in accordance with Section 3.04(b) prior to date that the 
PTOs intend to submit such a proposal to the FERC, then the PTOs shall request that the Participants 
Committee schedule a special meeting to conduct an advisory vote on the merits of such proposal.  In no 
event shall the PTOs be required to wait for a Participant Committee advisory vote for a period of longer 
than 90 days after initial notification of such proposal to stakeholders prior to submitting a proposal to 
modify regional rate design in accordance with Section 3.04(b) to the FERC.   

(iii)      An advisory vote by the Participants Committee on the merits of any proposal, whether in 
favor of or in opposition, terminates the stakeholder proceedings absent voluntary resubmission of the 
same or a modified proposal by the PTOs, at a future time.  The PTOs shall report the results of such 
advisory vote in any relevant filing made by the PTOs with the FERC.  A failure by the Participants 
Committee to vote within the time frames outlined above terminates the Participant proceedings absent 
voluntary resubmission of the same or a modified proposal by the PTOs at a future time. 

(iv)      Nothing in this Section 3.04(l) shall limit the ability of the PTOs to submit a filing 
pursuant to Section 3.04(g) to modify regional rates in the event the PTOs conclude that a filing to 
modify regional rates is required due to unanticipated circumstances, provided that the PTOs shall 
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provide such notification to the stakeholder Participant Committee or undertake such 
consultation with the stakeholder Technical Committee(s) and Participant Committee as is possible 
under the circumstances and shall provide the Participants Committee with a written statement setting 
forth the circumstances that do not permit the notification or consultation otherwise required by this 
Section 3.04(l). 

(v)      The process set forth in this Section 3.04(l) shall not apply to filings related to regional 
rates submitted to the FERC on an informational basis.  The applicable process for review of such 
informational filings shall be set forth in the ISO OATT. 

(m)      Highgate Transmission Facilities (HTF). 

(i)      The costs of the HTF shall be included in the transmission rates for Regional Network 
Service on a phased-in basis, in accordance with Appendix B to the Attachment F Implementation Rule 
of the ISO OATT, provided that: 

(A) the costs of the HTF shall be fully phased into the transmission rates for Regional 
Network Service in year 5 as defined in Appendix B to the Attachment F Implementation Rule of 
the ISO OATT; 

(B)  the HTF shall not be classified as PTF for rate purposes under the ISO OATT; and 

(C)  the rate treatment of the HTF shall establish no precedent or presumption concerning 
rate treatment of any other HVDC transmission facilities. 

(ii)     the HTF shall be classified as Category A Facilities, provided, however, that the 
classification of the HTF as Category A facilities under this Agreement shall establish no binding 
precedent or presumption concerning the operational and other terms and conditions for other HVDC 
facilities over which the ISO may obtain operational and other authority under this TOA or other ISO 
operating agreements in the future. 

3.05     The ISO’s Responsibilities. 

(a) In addition to its other obligations under this Agreement, in performing its obligations and 
responsibilities hereunder, and in accordance with Good Utility Practice, the ISO shall:  

(i)       maintain system reliability; 

(ii)      in all material respects, act in accordance with applicable Laws and conform to, and 
implement, all applicable reliability criteria, policies, standards, rules, regulations, orders, license 
requirements and all other applicable NERC/NPCC Requirements, and other applicable reliability 
organizations’ reliability rules, and all applicable requirements of federal or state laws or regulatory 
authorities; and 

(iii)     act without undue preference to any Party. 

(b)       The ISO shall obtain and retain all necessary authorizations of FERC and other regulatory 
authorities to function as the New England RTO and shall possess the characteristics and perform the functions 
required for that purpose.  

3.06 Each PTO’s Responsibilities. 

(a)      From and after the Operations Date, each PTO shall, in accordance with Good Utility Practice: 

(i)      direct, physically operate, repair, and maintain its Transmission Facilities and Local 
Control Centers in accordance with this Agreement, applicable Law, and applicable Operating 
Procedures;   
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(ii)     operate and maintain, or arrange for a third party, approved by such PTO, in its sole 
discretion, to operate and maintain, one or more suitable Local Control Centers (including any Local 
Control Centers maintained as back-up for a PTO’s primary Local Control Centers).  Each PTO shall 
provide the ISO with reasonable notice of any change to its Local Control Center(s) and shall coordinate 
with the ISO to ensure that such a change will not adversely affect the reliable operation of the New 
England Transmission System.  Each PTO shall have the responsibility to ensure that its Local Control 
Center(s) will:  operate PTO Transmission Facilities on a 24 hour basis, implement the instructions, 
orders and directions received from the ISO in the exercise of its Operating Authority in accordance 
with Section 3.02, and perform the following functions in accordance with applicable Operating 
Procedures:  

(A)      switching and tagging; 

(B)      on-line monitoring; 

(C)      security analysis; 

(D)      dispatch voltage and reactive power, provided that the ISO shall dispatch voltage 
and reactive power to the extent the Local Control Centers are unable to maintain 
normal voltage schedules; 

(E)       coordinate the development of settings for dynamic reactive resources, FACTS 
controllers, special protection systems, PARS, and other similar dynamic 
equipment that affects power flows; 

(F)       implementation of the PTO Local Restoration Plan and development of 
modifications to such PTO Local Restoration Plans, subject to the approval of the 
ISO in order to coordinate and promote the reliability of the Restoration Plans; 

(G)       operation and maintenance of communication systems and software; 

(H)       implementation of voltage reduction measures; 

(I)        implementation of Load Shedding; 

(J)        coordinate with the ISO and the other PTOs with respect to congestion 
management efforts and, to the extent applicable, demand-side management and 
distributed generation efforts, provided that a PTO employee who is engaged in 
such coordination and who is not a Local Control Center employee shall be 
subject to the same standards of conduct and applicable provisions of the ISO 
Information Policy as a Local Control Center employee; and 

(K)      coordinate with other entities interconnected with the New England Transmission 
System.   

(iii)       cooperate with the ISO’s performance of the monitoring and audits in connection with 
all monitoring and compliance provisions detailed in Section 3.02(i) of this Agreement; 

(iv)       consistent with practice prior to the Operations Date, designate its Local Control Centers 
to serve as back up to the ISO reliability functions until the ISO re-establishes operational control at its 
own Back-up Control Center; provided that, in such situations, necessary information will be made 
available to such Local Control Centers to facilitate the continued operation of the New England 
Transmission System and that each PTO will comply with Section 11.09 and the ISO Information Policy 
on file with FERC to prevent such information from reaching any unauthorized person or entity; 

(v)       collaborate with the ISO with respect to:  
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(A)      the development of Rating Procedures, 

(B)      the establishment of ratings for each PTO’s New Transmission Facilities; 

(C)       the establishment of ratings for each PTO’s Acquired Transmission Facilities that 
do not have an existing rating as of the Operations Date, and 

(D) the establishment of any changes to existing ratings for Transmission Facilities in 
effect as of the Operations Date. 

To the extent there is any disagreement between the ISO and any PTO or PTOs concerning Rating 
Procedures or the rating of a Transmission Facility owned by such PTO or PTOs, such disagreement 
shall be the subject of good faith negotiations between the applicable PTO or PTOs and the ISO, 
provided that; (x) the applicable PTOs’ position concerning such Rating Procedures or Transmission 
Facility ratings shall govern until the applicable PTOs and the ISO agree on a resolution to such 
disagreement; and (y) nothing in this Section 3.06(a)(v) shall limit the rights of the ISO or of any PTO to 
submit a filing under Section 206 of the Federal Power Act with respect to Transmission Facility ratings 
or Rating Procedures.  During any collaboration or discussions concerning Transmission Facility ratings, 
the PTOs shall continue to provide the ISO with up-to-date ratings information in accordance with the 
applicable Rating Procedures. 

(vi)      undertake operating actions in accordance with any tariffs or rate schedules approved or 
accepted by FERC; 

(vii)     provide the ISO with the right to use a level of communications capacity (and maintain 
the equipment associated with this capacity in accordance with Good Utility Practice) on its 
telecommunication assets and equipment attached to or associated with Transmission Facilities 
consistent with practice prior to the Operations Date in order to supply reliability-related data including 
meter, voice and data communications; continue to receive and send (for Regulation purposes) telemetry 
to and from existing generators and transmission substations; provide for the receipt of such information 
from generators and substations, and provide metering data and/or telemetry to the ISO (including 
providing the infrastructure for Regulation and Frequency Response Service), as reasonably necessary 
for the ISO to perform its obligations under this Agreement and the ISO OATT; provided that a PTO 
shall have the unfettered right to use communications capacity on its telecommunication assets and 
equipment attached to or associated with Transmission Facilities for other business purposes to the 
extent such capacity is not being used by the ISO as of the Operations Date; and provided further that: 
 (1) as required by the pro forma Large Generator Interconnection Agreement in the ISO OATT, each 
PTO shall include provisions in its Interconnection Agreements with generators after the Operations 
Date providing for the installation and maintenance of sufficient communications capability to allow the 
ISO to exercise its Operating Authority with respect to such generators, and (2) the ISO may include the 
installation of additional communications capacity as an identified need in the regional transmission 
expansion plan, in which case such installation may be included within the PTO obligation to build set 
forth in, and subject to the terms and conditions in, Section 7 of Schedule 3.09(a). 

(viii)      notify the ISO prior to making changes to the operational status of such PTO’s Category 
B Facilities and provide information on the operational status of Category B Facilities consistent with 
practice prior to the Operations Date;  

(ix)       operate or cause to be operated its Local Area Facilities in a manner that does not result 
in the violation of reliability standards applicable to the New England Transmission System; 

(x)        provide the ISO with revenue metering data or cause the ISO to be provided with such 
revenue metering data;  

(xi)      in all material respects, comply with all applicable laws, regulations, orders and license 
requirements, and with all applicable requirements, and with all applicable NERC/NPCC Requirements, 
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other applicable reliability organizations’ local reliability rules, and all applicable requirements 
of federal or state laws or regulatory authorities. 

(b)      Operation of Transmission Facilities During A System Failure.  Existing Operating Procedures 
for use during a System Failure shall be utilized by the ISO and the PTOs.  Any modifications to the Existing Operating 
Procedures for use during a System Failure or new Operating Procedures for use during a System Failure shall be 
developed by the ISO in the manner specified in Section 3.02(d).  The procedures for use during a System Failure shall 
provide that, in situations where immediate action is required, each PTO’s Local Control Center(s) shall have the 
authority to take the following reliability actions at a minimum, provided that each PTO shall coordinate with the ISO 
as soon as practicable upon taking such action: 

(i)     Undertake those operational functions with respect to Transmission Facilities undertaken 
by the ISO under non-System Failure conditions; 

(ii)       Re-energize transmission facilities following breaker trips; 

(iii)      Implement emergency Load Shedding and voltage reduction measures and subsequent 
restoration; 

(iv)      Implement Voltage/VAR control;  

(v)       Adjust PARS settings; 

(vi)      Dispatch generation as necessary to preserve system reliability; in accordance with 
applicable NERC/NPCC Requirements and ISO directives; and 

(vii)    Take such other measures necessary, consistent with Good Utility Practice, to respond to a 
System Failure. 

Nothing in this Section 3.06(b) shall limit the right of each PTO pursuant to Section 3.07 to take any action(s) that it 
deems necessary to prevent loss of human life, injury to persons and/or damage to property. 

3.07      Reserved Rights of the PTOs.   

(a)      Notwithstanding any other provision of this Agreement to the contrary, each PTO shall retain all 
of the rights set forth in this Section 3.07; provided, however, that such rights shall be exercised in a manner consistent 
with applicable NERC/NPCC Requirements and applicable regulatory standards.  This Section 3.07 is not intended to 
reduce or limit any other rights of a PTO as a signatory to this Agreement or under the ISO OATT. 

(i)     Nothing in this Agreement shall restrict any rights: (A) of each PTO that is a party to a 
merger, acquisition or other restructuring transaction to make filings under Section 205 of the Federal 
Power Act with respect to such PTO’s reallocation or redistribution of revenues or the assignment of 
such PTO’s rights or obligations, to the extent the Federal Power Act requires such filings; or (B) of any 
PTO to terminate its participation in this Agreement pursuant to Article X of this Agreement, 
notwithstanding any effect its termination from the ISO may have on the distribution of transmission 
revenues among other PTOs. 

(ii)     Except as expressly provided in the grant of Operating Authority to the ISO, each PTO 
retains all rights that it otherwise has incident to its ownership of, and legal and equitable title to, its 
assets, including its Transmission Facilities and all land and land rights, including the right to build, 
acquire, sell, lease, merge, dispose of, retire, use as security, or otherwise transfer or convey all or any 
part of its assets, subject to the PTO’s compliance with Section 2.06 of this Agreement.  Subject to 
Article X, a PTO may, directly or indirectly, by merger, sale, conveyance, consolidation, 
recapitalization, operation of law, or otherwise, transfer all or any portion of such PTO’s Transmission 
Facilities subject to this Agreement but only if such transferee or successors shall agree in writing to be 
bound by terms of this Agreement. 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 649 of 732



(iii)     Any expansion or modification by a PTO of its Transmission Facilities, any facilities 
constructed by a PTO to connect the facilities of a current or proposed Transmission Customer to such 
Transmission Facilities, and/or any new transmission facilities constructed by a PTO pursuant to the ISO 
Planning Process shall be subject to such PTO’s right to recover, pursuant to appropriate financial 
arrangements and tariffs or contracts, all  costs prudently incurred or prudently committed to be 
incurred, plus a return on invested equity and other capital, associated with constructing and owning or 
financing such facilities, expansions or modifications to its Transmission Facilities, in accordance with 
Schedule 3.09(a) hereof. 

(iv)     The responsibilities granted to the ISO under this Agreement shall not affect the rights of 
a PTO to modify or expand its Transmission Facilities, nor confer upon the ISO any authority to direct a 
PTO to modify or expand its Transmission Facilities except as provided in Schedule 3.09(a), and each 
PTO shall retain all rights and responsibilities specifically assigned to PTOs pursuant to Schedule 3.09
(a). 

(v)     Each PTO shall have the right to adopt and implement, consistent with Good Utility 
Practice, procedures and to take such actions it deems necessary to protect its facilities from physical 
damage or to prevent injury or damage to persons or property. 

(vi) Each PTO retains the right to take whatever actions, consistent with Good Utility 
Practice, it deems necessary to fulfill its obligations under applicable Law.  

(vii)     Nothing in this Agreement shall be construed as limiting in any way the rights of a PTO 
to make any filing with any applicable state or local regulatory authority. 

(viii)     Each PTO may request that the ISO commit additional generators (including specific 
output levels), or each PTO may take other actions permitted under the ISO OATT and Market Rules 
(including self-scheduling), if the PTO determines that additional generation is needed to ensure local 
area reliability, provided that the ISO shall make the final determination whether to commit additional 
generation in accordance with applicable provisions of the ISO OATT and Market Rules 

(ix)     Subject to Section 2.05, each PTO shall retain the right to enter into Interconnection 
Agreements with transmission owners, generators and other entities connecting with such PTO’s 
transmission facilities (including Transmission Facilities) and to file such agreements for approval or 
acceptance by FERC.   

(x)     Each PTO shall have the right to retain one or more subcontractors to perform any or all of 
its obligations under this Agreement.  The retention of a subcontractor pursuant to the terms of this 
Section 3.07 shall not relieve the PTO of its primary liability for the performance of any of its 
obligations under this Agreement. 

(b)       Any and all other rights and responsibilities of a PTO related to the ownership or operation of its 
Transmission Facilities not expressly assigned to the ISO under this Agreement will remain with such PTO. 

(c)       Nothing in this Agreement shall be deemed to impair or infringe on any rights or obligations of 
the PTOs under the Federal Power Act and FERC’s rules and regulations thereunder, provided that any such rights are 
not inconsistent with the express terms of this Agreement.  Nothing contained in this Agreement shall be construed to 
limit in any way the right of any PTO to take any position, including opposing positions, in any administrative or 
judicial proceeding or filing by other PTOs or the ISO, notwithstanding that such proceeding or filing may be 
undertaken or made, explicitly or implicitly, pursuant to this Agreement.  

(d)      Nothing in this Agreement shall be deemed to impair or infringe on the exemption of Publicly-
Owned PTOs, under Section 201(f) of the Federal Power Act, from the obligations and requirements of the Federal 
Power Act.  Notwithstanding anything to the contrary in this Agreement, nothing contained herein shall subject any 
Publicly-Owned PTO to any requirement or obligation imposed by the Federal Power Act that would not apply to such 
Publicly-Owned PTO in the absence of this Agreement.  
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3.08      Repair and Maintenance of Transmission Facilities.  

(a)       Planning, Scheduling, and Approval of Transmission Facility Outages.  

(i)     Each PTO shall submit to the ISO long-term plans for Transmission Facility outages, shall 
submit to the ISO schedules for Transmission Facility outages, and shall obtain ISO approval for 
Transmission Facility outages in accordance with, and to the extent required by, Market Rule 1. 

(ii)    Notwithstanding any of the foregoing, nothing in this Section 3.08 shall be construed to 
require a PTO to reschedule an outage of a Transmission Facility or to require a PTO to refrain from 
initiating switching and tagging procedures to take a Transmission Facility out of service or place it back 
into service to the extent a PTO determines that such outage or actions are necessary to prevent injury or 
damage to persons or property or to protect its facilities from physical damage, in accordance with 
Section 3.07(a)(v) of this Agreement. 

(b)     Recovery of Transmission Outage Rescheduling Costs.  The PTO(s) shall have the right, either 
collectively pursuant to and in accordance with Section 3.04(b), or individually pursuant to and in 
accordance with Section 3.04(a), to file a schedule to the ISO OATT that will provide for reimbursement 
to the affected PTO(s) for any direct costs incurred by the PTO(s) due to the ISO’s rescheduling or 
revocation of a previously scheduled or approved Transmission Facility outage to the extent the ISO 
reschedules or revokes a previously scheduled or approved Transmission Facility outage in accordance 
with Market Rule 1. 

(c)      Annual Assessment of Outage Coordination Efforts.  The ISO shall prepare and issue annual 
public reports on the scheduling and coordination of transmission outages.  Each such annual report 
shall: (i) assess the accuracy of the ISO’s estimation of congestion and RMR cost impacts and the 
accuracy of PTO and other inputs used in such estimation; (ii) assess any long term impacts of the ISO’s 
exercise of its authority to require the rescheduling of transmission maintenance outages and. (iii) 
include analyses and data which could allow a PTO to identify potential opportunities for incentives 
based on efficient coordination of outages and other operational measures that will reduce congestion 
costs or increase operational flexibility.  The ISO shall provide a draft of each such annual report to the 
PTOs and interested stakeholders prior to issuing a final report and shall consider the input of the PTOs 
and interested stakeholders in preparing such reports, subject to any applicable restrictions set forth in 
the ISO Information Policy on file with FERC. 

(d)     Development of Incentive Proposals.  Notwithstanding any other provision in this Agreement, the 
ISO will apply reasonable efforts to work actively with any interested PTO(s) to analyze alternatives 
including incentives adopted in other markets and to provide input for use by the interested PTO(s) in 
developing the design of incentive rates or mechanisms for regional congestion cost reduction.  The ISO 
will work with other stakeholders in a similar fashion if so requested.  Any such incentive proposal shall 
be filed by a PTO or PTOs with FERC in accordance with Section 3.04(a) or Section 3.04(b) as 
applicable.  Such incentive mechanisms shall be designed to further improve coordination of outages or 
operational measures in a manner that will reduce overall congestion or RMR costs.  Any PTO incentive 
must be approved or accepted by FERC.  Each PTO developing an incentive proposal shall attempt to 
reach agreement with the ISO before filing an incentive proposal with FERC.  The ISO may submit 
filings to the FERC (including a protest or a complaint under Section 206 of the Federal Power Act) 
raising any questions or concerns that it may have concerning a specific incentive proposal, provided 
that the ISO shall not contend that an incentive proposal is inappropriate or oppose the proposal on the 
ground that  the PTOs have agreed to the provisions of Section 3.08 of this Agreement. 

(e)     Market Monitoring of Outage Scheduling.  The Market Monitoring Unit of the ISO shall monitor 
the outage scheduling activities of the PTOs.  The Market Monitoring Unit of the ISO shall have the 
right to request that each PTO provide information to the Market Monitoring Unit concerning the PTO’s 
scheduling of Transmission Facility outages, including the rescheduling or cancellation of any Planned, 
Scheduled or Approved Outage, and the PTO shall provide such information to the Market Monitoring 
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Unit in accordance with Section 11.09(c) of this Agreement.  

(f)        Damage or Destruction of Transmission Facilities. 

(i)     If, at any time during the Term, any of a PTO’s Transmission Facilities are damaged or 
destroyed, then, such PTO shall determine, in its sole discretion, consistent with Good Utility Practice 
and applicable Law, whether or not (and if so, in what manner) to restore or cause the restoration of such 
damaged or destroyed Transmission Facilities to substantially the same condition, character or use as 
existed before the damage or destruction, if at all, provided that such PTO shall consult with the ISO 
prior to making such determination and shall comply with the requirements specified in Section 2.06.  

(ii)     Nothing in this Section 3.08(f) shall limit the authority of the ISO to direct a PTO to 
modify or expand its Transmission Facilities in accordance with the ISO Planning Process, subject to the 
terms and conditions of Schedule 3.09(a) hereof. 

3.09      Planning and Expansion.  

(a)     Each PTO shall perform all of its responsibilities, and exercise each of its rights, with respect to 
the planning and expansion of the New England Transmission System in accordance with the ISO OATT and Schedule 
3.09(a) hereto.  The ISO shall perform all of its responsibilities pursuant to the ISO Planning Process set forth in the 
ISO OATT.  Each PTO shall engage in planning for its Local Area Facilities in a manner that is consistent with 
applicable NERC/NPCC Requirements, Good Utility Practice and the ISO OATT.  The ISO and each PTO shall 
perform all such responsibilities in accordance with applicable Laws and Good Utility Practice.  Nothing in this 
Agreement shall be construed to impose on any PTO an obligation to build transmission facilities except as provided in 
Schedule 3.09(a) hereto.  

(b)     The ISO shall utilize the Planning Procedures relating to the planning and expansion of the New 
England Transmission System.  The Planning Procedures shall initially consist of the Planning Procedures in existence 
on the Operations Date (hereinafter “Existing Planning Procedures”).  Such Existing Planning Procedures shall consist 
of those Planning Procedures listed in Schedule 3.09(b).  The ISO shall develop any modifications to Planning 
Procedures (including Existing Planning Procedures) and any new Planning Procedures that it may deem necessary or 
appropriate in coordination with the PTOs  and other stakeholders.  In the event that the ISO and the applicable PTO(s) 
disagree about modifications to the portions of the Planning Procedures related to the planning and expansion of 
Transmission Facilities or any new Planning Procedures related to the planning and expansion of Transmission 
Facilities, the affected PTO(s) will have the opportunity to submit the dispute for resolution in accordance with the 
dispute resolution provisions set forth in Section 11.14 herein.  Pending such resolution, the ISO shall have the 
authority to implement any such new Planning Procedures or modified Planning Procedures.  

3.10     Invoicing, Collection and Disbursement of Customer Payments.   

(a)     Invoicing as of Operations Date.  Except as provided in Section 3.10(a)(ii) and beginning on the 
Operations Date, the ISO will administer its current net settlement system, including invoicing of charges to 
Transmission Customers for Transmission Services on the Transmission Facilities as follows: 

(i)     The charges invoiced by the ISO shall include the following (each, an “Invoiced Amount”): 

(A)     any and all revenue requirements, rates, charges, fees and/or penalties for 
Transmission Service under the ISO OATT and related service agreements which the 
PTOs have filed with FERC pursuant to Section 3.04(b) and which have been accepted 
by FERC, including without limitation recovery of wholesale or retail stranded costs, 
other than amounts billed directly by PTOs pursuant to Section 3.10(a)(ii) below; and 

(B)     any and all rates, charges, fees and/or penalties under interconnection agreements 
which have been filed with and accepted by FERC, other than amounts billed directly by 
PTOs pursuant to Section 3.10(a)(ii) below. 
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(ii)      Payments relating to Grandfathered Transmission Agreements, all services provided by a 
PTO pursuant to its Local Service Schedule on or after the Operations Date, interconnection agreements 
that provide for payment to PTOs, and any other payments made directly to the PTOs prior to the 
Operations Date shall continue to be invoiced by the PTOs and shall not be invoiced by the ISO; 
provided that, notwithstanding the foregoing, each PTO and the ISO may enter into separate agreements 
such that the ISO provides invoicing services for such payments 

(iii)    The ISO shall remit or credit to the PTOs, consistent with the ISO Tariff and the net 
settlement system, any and all payments received or collected from Transmission Customers for 
Invoiced Amounts in accordance with this Agreement and directions provided to the ISO by the PTO 
Administrative Committee.  The PTO Administrative Committee shall provide such directions to the 
ISO in accordance with the Disbursement Agreement among the PTOs.  The PTO Administrative 
Committee (or such subcommittee as the PTO Administrative Committee shall designate for such 
purpose) shall also respond to any ISO questions or requests for clarification concerning such directions; 
provided that the ISO shall be able to rely upon the decision of the PTO Administrative Committee 
unless and until it receives notification from the PTO Administrative Committee or from a 
Governmental Authority of reversal of such direction by any Governmental Authority with jurisdiction 
over this Agreement. 

(b)     Changes to the ISO OATT After Operations Date.  After the Operations Date, the ISO may file 
with FERC proposed amendments to the ISO OATT in accordance with Section 3.04 to effect changes in the invoicing 
and collection of the charges specified in Section 3.10(a)(i), provided that the proposed amendments to the ISO OATT 
will not, without the consent of the PTOs: 

(i)     effect any changes relating to the ISO OATT requirements of letters of credit, deposits, 
and/or other financial assurances (collectively, the “Financial Assurances”) to be provided by any party 
providing payments to the ISO in connection with the purchase of any goods or services provided by 
PTOs or any Market Participants (such parties, collectively, “ISO Customers”) or the ISO that would in 
any way, individually or in the aggregate, materially reduce the level of collateral protection provided by 
Financial Assurances for Invoiced Amounts from that on the date of execution of this Agreement;  

(ii)      change the reallocation provisions under the ISO Tariff (including the ISO’s billing policy 
thereunder) for payment defaults for Transmission Service; 

(iii)     change any reallocation provisions under the ISO Tariff (including the ISO’s billing 
policy thereunder) for payment defaults for any services or products under the ISO Tariff other than 
Transmission Service in any way that imposes any obligation on the PTOs, in their capacity as owners 
of Transmission Facilities, to bear any costs of that reallocation of payment defaults; 

(iv)      lower the PTO’s priority in payments for amounts collected by the ISO; or 

(v)       be inconsistent with any provision of this Agreement. 

(c)      The ISO’s Collection Obligations and Application of Financial Assurances Policies. 

(i)      If a Transmission Customer defaults on any payment of any PTO Invoiced Amount (the 
“Owed Amounts”), the ISO shall take all necessary actions to execute or call upon any Financial 
Assurances held by the ISO attributable to such Transmission Customer. 

(ii)     In connection with a default on payment of an Invoiced Amount by a Transmission 
Customer, the ISO shall, upon the request of the PTO AC, take those actions necessary to suspend 
Transmission Services to such defaulting Transmission Customer, including making a filing under 
Section 205 of the Federal Power Act to seek consent to suspend such Transmission Services; provided 
that the ISO need not suspend Transmission Services until FERC approval is first obtained.  This 
provision shall not preclude the ISO from suspending service or making a filing under Section 205 of 
the FPA to seek to suspend Transmission Services or other services under the Tariff in any other 
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circumstances. 

(d)      No Pledge of Invoiced Amounts.  The ISO shall not create, incur, assume or suffer to exist any 
lien, pledge, security interest or other change or encumbrance, or any other type of preferential arrangement (including 
a banker’s right of set off) against any Invoiced Amounts, any accounts receivables representing Invoiced Amounts, the 
settlement account maintained by the ISO into which payments on Invoiced Amounts are made and from which 
remittances are made to the PTOs or any Financial Assurances.  

3.11 Grandfathered Transmission Agreements.   

(a)       Notwithstanding any other provision of this Agreement, Excepted Transactions will remain in 
effect for the terms of such agreements.  Consistent with practice prior to the Operations Date, the ISO shall exercise its 
Operating Authority and otherwise fulfill its responsibilities under this Agreement in a manner that is consistent with 
and does not modify or abrogate the terms and conditions of such Excepted Transactions. 

(b)       Notwithstanding any other provision of this Agreement, Grandfathered Intertie Agreements, as 
set forth in Schedule 3.11(b), will remain in effect for the terms of such agreements.  Consistent with practice prior to 
the Operations Date, the ISO shall exercise its Operating Authority and otherwise fulfill its responsibilities under this 
Agreement in a manner that is consistent with and that does not modify or abrogate the terms and conditions of such 
Grandfathered Intertie Agreements. 

(c)        Nothing in this Agreement shall require the modification or abrogation of Grandfathered 
Interconnection Agreements, as set forth in Schedule 3.11(c).  Consistent with practice prior to the Operations Date, the 
PTOs agree to exercise their rights under Grandfathered Interconnection Agreements with generators to direct or 
request that generators take certain actions as needed to facilitate the exercise of Operating Authority by the ISO and 
the reliable operation of the New England Transmission System. 

(d)       All payments due to the PTOs under Grandfathered Transmission Agreements shall continue to 
be invoiced and collected by the PTOs in accordance with the terms of those agreements and shall not be invoiced or 
collected by the ISO.  Notwithstanding the foregoing, each PTO and the ISO may enter into separate agreements such 
that the ISO provides invoicing services for such payments. 

(e)       Nothing in this Agreement shall alter the standards, procedures or requirements applicable to the 
modification of any Grandfathered Transmission Agreement. 

3.12     Subcontractors.  Each PTO acknowledges and agrees that, subject to the terms set forth herein, 
including Section 6.07, the ISO has the right to retain one or more subcontractors to perform any or all of its 
obligations under this Agreement.  The retention of a subcontractor pursuant to the terms of this Section 3.12 
shall not relieve the ISO of its primary liability for the performance of any of its obligations under this 
Agreement. 

3.13     Municipal/Tax-Exempt Utilities. 

(a)       The Parties to this Agreement hereby recognize the tax-exempt status of any tax-exempt bonds or other 
evidence of indebtedness of Publicly-Owned PTOs used to finance any Publicly-Owned PTO’s Transmission Facilities. 
 Nothing in this Agreement is intended to, and nothing in this Agreement should be construed in a manner that would, 
jeopardize the tax-exempt status of any tax-exempt bonds or other debt used to finance any Publicly Owned PTO’s 
Transmission Facilities.  The Parties to this Agreement contemplate that, as to Publicly-Owned PTOs, this Agreement 
will be deemed to be a “contract for the operation of an electric transmission facility by an independent entity” which 
“does not constitute private business use” of their Transmission Facilities under regulations of the Internal Revenue 
Service appearing, inter alia, in 26 C.F.R. § 1.141-7(g)(1)(ii) and subsequently adopted regulations of similar intent 
and coverage.   

(b)        In the event of a change in the nature of this Agreement that would jeopardize the tax-exempt status of 
any tax-exempt bonds or other debt used to finance Publicly-Owned PTO’s Transmission Facilities, or a change in the 
state or federal income tax treatment of the arrangements contemplated by this Agreement, or any other  set of 
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circumstances, the effect of which would be to render the participation of Publicly-Owned PTOs in the 
arrangements established by this Agreement inconsistent with the maintenance of the tax-exempt status of bonds or 
other debt used to finance any Publicly-Owned PTO’s Transmission Facilities, the Parties agree, if so requested, to 
undertake Commercially Reasonable Efforts to develop revised or replacement arrangements that will enable the 
Publicly-Owned PTOs to authorize the ISO to exercise Operating Authority over the Publicly-Owned PTOs’ 
Transmission Facilities without incurring adverse state or federal income tax treatment of their outstanding bonds or 
other debt used to finance any Publicly-Owned PTO’s Transmission Facilities, and will otherwise maintain the tax-
exempt status of Publicly-Owned PTOs’ outstanding bonds or other debt used to finance any Publicly-Owned PTO’s 
Transmission Facilities.  If, and to the extent that, the Parties to this Agreement are not able to accommodate the 
changes described in this subparagraph (b), the Parties will undertake Commercially Reasonable Efforts to develop an 
alternative means for Publicly-Owned PTOs to (i) transfer Operating Authority as to its Transmission Facilities to ISO-
NE, and (ii) recover the costs of its PTF facilities in the same manner and by the same means as PTOs under this 
Agreement.  

(c)     In the event that an electric cooperative or membership corporation that owns PTF and has debt financed 
or guaranteed by the Rural Utilities Service (“RUS”) of the United States Department of Agriculture (a “Cooperative 
TO”) becomes a signatory to this Agreement, this Agreement shall become effective as to that Cooperative TO only 
upon approval of such participation by the RUS, to the extent required by RUS regulations, including those regulations 
currently codified at 7 C.F.R. § 1717.608 and subsequently adopted regulations of similar intent and coverage.  Should 
such approval be denied or conditioned by the RUS in a manner unacceptable to the Cooperative TO, the other PTOs or 
the ISO, the other PTOs and the ISO will consult with the affected Cooperative TO and, if so requested, will undertake 
Commercially Reasonable Efforts to resolve to the extent practicable the objections articulated (and/or conditions 
imposed) by the RUS to the participation of the Cooperative TO in the arrangements contemplated by this Agreement. 
 If, and to the extent that, the Parties to this Agreement are not able to accommodate the concerns expressed by the 
RUS as to the participation of such Cooperative TO, the Parties will undertake Commercially Reasonable Efforts to 
develop an alternative means for such Cooperative TO to (i) transfer Operating Authority as to its Transmission 
Facilities to ISO-NE, and (ii) recover the costs of its PTF facilities in the same manner and by the same means as PTOs 
under this Agreement. 

(d)       Nothing in this TOA or any other ISO agreement shall require any PTO on whose behalf Tax-Exempt 
Debt has been or will be issued, or which will issue Tax-Exempt Debt, to refund prior Tax-Exempt Debt or to violate 
restrictions applicable to facilities financed with Tax-Exempt Debt including contractual restrictions and covenants 
regarding use of such facilities.  

(e)       Nothing contained in this Agreement shall be construed to require any Publicly-Owned PTO:  (i) to act 
in contravention of, or (ii) to refrain from acting where failure to act would be in contravention of, or (iii) to constitute 
consent or acquiescence by any Publicly-Owned PTO to any action or failure to act of any other Party in contravention 
of the laws of any State governing the organization or operation of the Publicly-Owned PTO. 

3.14 No Impairment of the ISO’s Other Legal Rights and Obligations. 

Nothing in this Agreement shall be deemed to impair or infringe on any rights or obligations of the ISO under 
the Federal Power Act and FERC’s rules and regulations thereunder, including the ISO’s rights and obligations to 
submit filings to recover its administrative, capital, and other costs, provided that any such rights are not inconsistent 
with the express terms of this Agreement.  During the Term of this Agreement, the ISO shall: 

(a)        have the rights and obligations to design, develop, operate, maintain and administer the New England 
Markets and congestion pricing mechanisms (including the exclusive right to make Section 205 filings 
relating to the Market Rules in accordance with Section 3.04),  

(b)       have the rights to undertake actions relating to congestion pricing and management in accordance with 
this Agreement, ISO Market Rules, and applicable FERC orders. 

Nothing in this Agreement shall be deemed to impair or infringe on such rights and obligations.  
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ARTICLE IV 

REPRESENTATIONS AND WARRANTIES OF THE PARTIES 

4.01 Representations and Warranties of Each PTO.  As of the time of execution of this Agreement, each 
PTO, severally, represents and warrants to the ISO and each other PTO as follows: 

(a) Organization. It is duly organized, validly existing and in good standing under the laws of the 
state of its organization. 

(b)         Authorization. It has all requisite power and authority to execute, deliver and perform this 
Agreement; the execution, delivery and performance by such PTO of this Agreement have been duly 
authorized by all necessary and appropriate action on the part of such PTO; and this Agreement has been 
duly and validly executed and delivered by such PTO and constitutes the legal, valid and binding 
obligations of such PTO, enforceable against such PTO in accordance with its terms; provided, however, 
that as to Massachusetts Publicly-Owned PTOs, this representation and warranty shall not be binding 
unless and until they shall have first obtained a finally adjudicated declaratory ruling from the 
Massachusetts courts that the transfer of Operating Authority over their Transmission Facilities is lawful 
and permissible under the Massachusetts General Laws. 

(c)         No Breach. The execution, delivery and performance by such PTO of this Agreement will not 
result in a breach of any terms, provisions or conditions of any agreement to which such PTO is a party 
which breach has a reasonable likelihood of materially and adversely affecting such PTO’s performance 
under this Agreement. 

(d)         Transmission Facilities.  Except as set forth on Schedule 4.01(d), such PTO has listed on one of 
Schedule 2.01(a) or Schedule 2.01(b), all of the transmission facilities with a voltage level of 69 kV or 
greater that it owns in the New England Control Area as of the Operations Date and all of the 
transmission facilities leased to it with a voltage level of 69 kV or greater in the New England Control 
Area as of the Operations Date. 

(e)           NO WARRANTY REGARDING EACH PTO’S TRANSMISSION FACILITIES.  IN 
CONNECTION WITH EACH PTO’S GRANT OF OPERATING AUTHORITY TO THE ISO OVER 
SUCH PTO’S TRANSMISSION FACILITIES PURSUANT TO THE TERMS OF THIS 
AGREEMENT, SUCH PTO’S TRANSMISSION FACILITIES ARE BEING MADE AVAILABLE 
PURSUANT TO THIS AGREEMENT TO THE ISO “AS IS, WHERE IS,” AND SUCH PTO IS NOT 
MAKING ANY REPRESENTATIONS OR WARRANTIES, WRITTEN OR ORAL, STATUTORY, 
EXPRESS OR IMPLIED, CONCERNING SUCH TRANSMISSION FACILITIES, INCLUDING, IN 
PARTICULAR, ANY WARRANTY OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR 
PURPOSE, ALL OF WHICH ARE HEREBY EXPRESSLY EXCLUDED AND DISCLAIMED.  THE 
FOREGOING PROVISION IS NOT INTENDED TO LIMIT OR CONDITION ANY OBLIGATIONS 
OF THE PTOS EXPRESSLY PROVIDED FOR ELSEWHERE IN THIS AGREEMENT. 

4.02      Representations and Warranties of the ISO.   

As of the time of execution of this Agreement, the ISO represents and warrants to each PTO as follows: 

(a)       Organization. It is duly organized, validly existing and in good standing under the laws of the 
state of its organization. 

(b)       Authorization. It has all requisite power and authority to execute, deliver and perform this 
Agreement; the execution, delivery and performance by the ISO of this Agreement have been duly authorized by all 
necessary and appropriate action on the part of the ISO; and this Agreement has been duly and validly executed and 
delivered by the ISO and constitutes the legal, valid and binding obligation of the ISO, enforceable against the ISO in 
accordance with its terms. 
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(c)       No Breach. The execution, delivery and performance by the ISO of this Agreement will not result 
in a breach of any of the terms, provisions or conditions of any agreement to which the ISO is a party which breach has 
a reasonable likelihood of materially and adversely affecting the ISO’s performance under this Agreement. 

ARTICLE V 

COVENANTS OF THE PTOS 

5.01      Covenants of Each PTO.  Each PTO covenants and agrees that during (i) the Term, or (ii) the period 
expressly specified herein, as applicable, such PTO shall comply with all covenants and provisions of this Article V, 
except to the extent the ISO and the number of PTOs necessary to amend this Agreement pursuant to Section 11.04(a) 
consent in writing to waive such covenants or performance is excused pursuant to Section 11.13(b).   

5.02      Financial Statements and Filings.  If a PTO’s financial statements, permit applications or any other 
filing with any Governmental Authority are publicly available, such PTO shall, upon request by the ISO, provide the 
ISO information sufficient to allow the ISO to locate such financial statements, permit applications or other filings, 
including the date and place of the filing of the relevant documents. 

5.03      Expenses.  Except to the extent specifically provided herein, all costs and expenses incurred by a PTO 
in connection with the negotiation of this Agreement shall be borne by such PTO; provided that nothing herein shall 
prevent such PTO from recovering such expenses in accordance with applicable law.  

5.04      Consents and Approvals. 

(a)      Each PTO shall exercise Commercially Reasonable Efforts to promptly prepare and file all 
necessary documentation to effect all necessary applications, notices, petitions, filings and other documents, and shall 
exercise Commercially Reasonable Efforts to obtain (and will cooperate with each other in obtaining) any consent, 
acquiescence, authorization, order or approval of, or any exemption or nonopposition by, any Governmental Authority 
required to be obtained or made by such PTO in connection with this Agreement or the taking of any action 
contemplated by this Agreement. 

(b)      Each PTO shall exercise Commercially Reasonable Efforts to obtain consents of all other third 
parties necessary to the performance of this Agreement by such PTO.  Each PTO shall promptly notify the ISO of any 
failure to obtain any such consents and, if requested by the ISO, shall provide copies of all such consents obtained by 
such PTO. 

(c)      Nothing in this Section 5.04 shall require any PTO to pay any sums to a third party, including any 
Governmental Authority, excluding filing fees paid to any Governmental Authority in connection with a filing 
necessary or appropriate to further action.  

5.05      Notice and Cure.  Each PTO shall notify the ISO and each other PTO in writing of, and 
contemporaneously provide the ISO and each other PTO with true and complete copies of any and all information or 
documents relating to, any event, transaction or circumstance, as soon as practicable after it becomes Known to such 
PTO, that causes or shall cause any covenant or agreement of such PTO under this Agreement to be breached or that 
renders or shall render untrue any representation or warranty of such PTO contained in this Agreement as if the same 
were made on or as of the date of such event, transaction or circumstance.  The PTO shall use all Commercially 
Reasonable Efforts to cure such event, transaction or circumstance as soon as practicable after it becomes Known to 
such PTO.  No notice given pursuant to this Section 5.05 shall have any effect on the representations, warranties, 
covenants or agreements contained in this Agreement for purposes of determining satisfaction of any condition 
contained herein or shall in any way limit the ISO’s or any other PTO’s right to seek indemnity under Article IX.  

ARTICLE VI 

COVENANTS OF THE ISO 

6.01     Covenants of the ISO.  The ISO covenants and agrees that during (i) the Term, or (ii) the period 
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expressly specified herein, as applicable, the ISO shall comply with all covenants and provisions of  this 
Article VI, except to the extent the Parties consent in writing to a waiver of such covenants or performance is excused 
pursuant to Section 11.13(b). 

6.02      Financial Statements and Filings.   

(a)      To the extent not provided to stakeholders generally or made publicly available by the ISO, the 
ISO shall make available to each PTO:  (i) quarterly unaudited financial statements within sixty (60) days after each 
quarter end and (ii) annual audited financial statements within one hundred twenty (120) days after each fiscal year end. 
 In each instance, the financial statements made available by the ISO pursuant to (i) and (ii) above shall be prepared in 
accordance with Generally Accepted Accounting Principles and shall be true and correct in all material respects.   

(b)       If financial statements, permit applications or any other filing with any Governmental Authority 
are publicly available, the ISO shall, upon request by a PTO, provide such PTO information sufficient to allow such 
PTO to locate such financial statements, permit applications or other filings including the date and place of the filing of 
the relevant documents. 

6.03      Expenses.  Except to the extent specifically provided herein, all costs and expenses incurred by the ISO 
in connection with the negotiation of this Agreement shall be borne by the ISO; provided that nothing herein shall 
prevent the ISO from recovering such expenses in accordance with applicable law. 

6.04      Consents and Approvals. 

(a)      The ISO shall exercise Commercially Reasonable Efforts to promptly prepare and file all 
necessary documentation to effect all necessary applications, notices, petitions, filings and other documents, and shall 
exercise Commercially Reasonable Efforts to obtain (and will cooperate with each PTO in obtaining) any consent, 
acquiescence, authorization, order or approval of, or any exemption or nonopposition by, any Governmental Authority 
required to be obtained or made by the ISO in connection with this Agreement or the taking of any action contemplated 
by this Agreement.  

(b)      The ISO shall exercise Commercially Reasonable Efforts to obtain consents of all other third 
parties necessary to performance of this Agreement by the ISO. The ISO shall promptly notify each PTO of any failure 
or anticipated failure to obtain any such consents and, if requested by such PTO, shall provide copies of all such 
consents obtained by the ISO. 

(c)      Nothing in this Section 6.04 shall require the ISO to pay any sums to a third party, including any 
Governmental Authority, excluding filing fees paid to any Governmental Authority in connection with a filing 
necessary or appropriate to discharge its obligations hereunder.  

6.05      Notice and Cure.  The ISO shall notify each PTO in writing of, and contemporaneously shall provide 
each PTO with true and complete copies of any and all information or documents relating to, any event, transaction or 
circumstance, as soon as practicable after it becomes Known to the ISO, that causes or shall cause any covenant or 
agreement of the ISO under this Agreement to be breached or that renders or shall render untrue any representation or 
warranty of the ISO contained in this Agreement as if the same were made on or as of the date of such event, 
transaction or circumstance.  The ISO shall use all Commercially Reasonable Efforts to cure such event, transaction or 
circumstance as soon as practicable after it becomes Known to the ISO.  No notice given pursuant to this Section 6.05 
shall have any effect on the representations, warranties, covenants or agreements contained in this Agreement for 
purposes of determining satisfaction of any condition contained herein or shall in any way limit any right of a PTO to 
seek indemnity under Article IX. 

6.06      Other PTOs.   

(a)      The ISO shall not perform, or enter into an agreement to perform, any Operating Authority or 
other RTO functions set forth in Section 3.02 or any other portion of this Agreement for any transmission utility in the 
New England Control Area subject to the jurisdiction of FERC unless such transmission utility enters into and becomes 
a Party to this Agreement pursuant to Section 11.05; provided, however, that this Section 6.06 shall not apply to 
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agreements with owners of ties to other Control Areas, agreements with owners of Merchant Facilities, 
agreements with generators (to the extent the ISO obtains operating authority over transmission tie lines owned by 
generators through such agreements), or agreements with Independent Transmission Companies.   

(b)      The ISO may enter into agreements to perform Operating Authority or other RTO functions for 
one or more transmission utilities in a Control Area outside of New England.  If the ISO enters into an agreement to 
perform Operating Authority or other RTO functions for one or more transmission utilities in an area contiguous to the 
New England Control Area, such agreement shall not:  (i) materially and adversely affect the ISO’s ability to perform 
Operating Authority for any PTO, or (ii) be unduly preferential to any transmission utility similarly situated to any 
PTO; provided that, if a PTO believes that a proposed agreement to perform Operating Authority or other RTO 
functions for one or more transmission utilities in a Control Area contiguous to the New England Control Area violates 
the immediately foregoing proviso, such PTO may notify the ISO, within thirty (30) days after the receipt of the 
proposed agreement, of its desire to negotiate the additional or modified terms and conditions of this Agreement 
necessary to relieve said adverse effect or undue preference and if such negotiation is not concluded within thirty (30) 
days after said notice, either Party may seek to resolve the dispute in accordance with Section 11.14 of this Agreement 
and may file the additional or modified terms and conditions of this Agreement necessary to relieve said adverse effect 
or undue preference for approval by the FERC.  Notwithstanding anything else in this agreement, including Section 
11.04, the PTO proposing any additional or modified terms and conditions of this Agreement shall not be required to 
demonstrate that the existing terms and conditions of this Agreement are unjust and unreasonable if the ISO has agreed 
to or the FERC approves the proposed additional or modified terms and conditions in an agreement with transmission 
utilities in a Control Area contiguous to the New England Control Area.  The limitations and procedures in this Section 
6.06(b) shall not apply to the ISO’s execution and performance of Coordination Agreements (or amendments thereto) 
with the operators of neighboring Control Areas, to the administration of Interconnection Agreements with neighboring 
Control Areas, or to the ISO’s provision of reliability services to New Brunswick Power Corporation. 

(c)      Nothing in this Agreement shall be construed as granting any FERC-jurisdictional Initial PTO or 
Additional PTO the right to recover the costs of its Transmission Facilities pursuant to the ISO OATT or any other 
regulated tariff absent approval or acceptance by the FERC for such cost recovery.  The Parties hereto expressly reserve 
their rights to oppose a request for such cost recovery for any potential PTO that is not recovering its transmission costs 
pursuant to FERC regulated transmission tariffs prior to the Operations Date. 

6.07      Management Agreements.  The ISO shall not enter into any management agreement relating to the 
provision of transmission services with any Person, including a transmission-owning utility, unless such agreement:  (a) 
has been approved by FERC; (b) does not violate the ISO’s Code of Conduct and is on an arms-length basis; or (c) if 
for an aggregate amount of $1,000,000 or more for a contract with any Participant in the New England Markets, 
including PTOs, is the result of a competitive solicitation process, the outcome of which is based on factors that 
include, among others, skill, qualifications, costs, reputation, and associated risks.  

6.08      ISO Line of Business; Non-Profit-Status.  The ISO shall not be operated on a for-profit basis.  This 
provision is not intended to require the ISO to maintain its status as an entity not subject to federal or state taxes, to 
require the ISO to remain a Delaware not-for-profit corporation or to assure that in any particular year that the ISO’s 
revenues do not exceed its expenses.  The ISO shall not pay dividends or use its net earnings other than to offset ISO 
operating and capital expenses and maintain reasonable reserves.  

ARTICLE VII 

TAX MATTERS 

            7.01      Responsibility for PTO Taxes.  Each PTO shall prepare and file all Tax Returns and other filings 
related to its Transmission Business and Transmission Facilities and pay any Tax liabilities related to its Transmission 
Business and Transmission Facilities.  The ISO shall not be responsible for, or required to file, any Tax Returns or 
other reports for any PTO and shall have no liability for any Taxes related to any PTO’s Transmission Business or 
Transmission Facilities.  No PTO shall be responsible for, or required to file, any Tax Returns or other reports for any 
other PTO and shall have no liability for any Taxes related to any other PTO’s Transmission Business or Transmission 
Facilities.  The ISO and each PTO hereby agree that, for tax purposes, a PTO’s Transmission Facilities shall be deemed 
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to be owned by such PTO. 

            7.02      Responsibility for ISO Taxes.  The ISO shall prepare and file all Tax Returns and other filings related 
to its operations and pay any Tax liabilities related to its operations.  No PTO shall be responsible for, or required to, 
file any Tax Returns or other reports for the ISO and shall have no liability for any Taxes related to the ISO’s 
operations. 

 
ARTICLE VIII 

RELIANCE; SURVIVAL OF AGREEMENTS 

             8.01      Reliance; Survival of Agreements.  Notwithstanding any right of any Party (whether or not exercised) 
to investigate the accuracy of any of the matters subject to indemnification by any other Party contained in this 
Agreement, each of the Parties has the right to rely fully upon the representations, warranties, covenants and 
agreements of each other Party contained in this Agreement.  The provisions of Sections 11.01, 11.09, 11.13 and 11.17 
and Articles VII and IX shall survive the termination of this Agreement.  With respect to Section 3.10 of this 
Agreement, the ISO will perform final billing consistent with Section 3.10 of this Agreement for all services provided 
until the Termination Date.  

 
ARTICLE IX 

INDEMNIFICATION; INSURANCE; LIMITATION OF LIABILITIES   

9.01      Indemnification. 

(a)      Subject to Section 9.06(b) through 9.06(e), (i) each PTO shall severally release, indemnify, and hold 
harmless the ISO from and against any and all damages, losses, liabilities, obligations, claims, demands, suits, 
proceedings, recoveries, judgments, settlements, costs and expenses, court costs, attorney fees, and all other obligations 
(each, an “Indemnifiable Loss”) asserted against the ISO by a Person that is not a Party to this Agreement (a “Third 
Party”) including but not limited to any action by a PTO employee, to the extent alleged to result from, arise out of or 
be related to such PTO’s acts or omissions that give rise to such Indemnifiable Loss; and (ii) the ISO shall release, 
indemnify, and hold harmless each PTO from and against any Indemnifiable Loss asserted against such PTO by a Third 
Party, including but not limited to any action by an ISO employee, to the extent alleged to result from, arise out of or be 
related to the ISO’s acts or omissions that give rise to such Indemnifiable Loss, including an ISO directive and/or 
instructions to a Party. 

(b)       The indemnification by the ISO set forth in Section 9.01(a)(ii) above shall be limited to the extent that 
the liability of a PTO seeking indemnification would be limited by any applicable Law and arises from a claim by (i) 
such PTO in such PTO’s role as a Transmission Customer or (ii) a customer of such PTO. 

(c)      Each PTO shall severally release, indemnify, and hold harmless the ISO from and against any 
Environmental Damages that the ISO becomes subject to as a result of its exercise of Operational Authority over such 
PTO’s Transmission Facilities, to the extent such Environmental Damages arose prior to the Operations Date or did not 
result from the ISO’s acts or omissions.  

(d)      Each PTO and/or the ISO each hereby (i) waives any defense or immunity it might otherwise have under 
applicable workers’ compensation laws or any other statute, or judicial decision, disallowing or limiting such 
indemnification and (ii) consents to a cause of action for indemnity and/or contribution in connection with such 
indemnification. 

            9.02      Notice of Proceedings.  Each party entitled to receive indemnification under this Agreement (each, an 
“Indemnitee”) shall promptly notify the party who holds an indemnification obligation hereunder (in each case, the 
“Indemnifying Party”) of any Indemnifiable Loss in respect of which such Indemnitee is or may be entitled to 
indemnification pursuant to Section 9.01.  Such notice shall be given as soon as reasonably practicable after the 
Indemnitee becomes aware of the Indemnifiable Loss and that any such claim or proceeding may give rise to an 
indemnification obligation hereunder.  Such notice shall describe the nature of the loss or proceeding in reasonable 
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detail and shall indicate, if practicable, the estimated amount of the Indemnifiable Loss that has been or may be 
sustained by the Indemnitee.  The delay or failure of such Indemnitee to provide the notice required pursuant to this 
Section 9.02 shall not release the Indemnifying Party from any indemnification obligation which it may have to such 
Indemnitee except (a) to the extent that such failure or delay materially and adversely affects the Indemnifying Party’s 
ability to defend such action or increases the amount of the Indemnifiable Loss, and (b) that the Indemnifying Party 
shall not be liable for any costs or expenses of the Indemnitee in the defense of the claim, suit, action or proceeding 
during such period of failure or delay. 
 

9.03      Defense of Claims. 
 

(a)      Unless and until the Indemnifying Party (i) acknowledges in writing its obligation within ten (10) 
calendar days of the Indemnitee’s notice of a claim, suit, action or proceeding, and (ii) assumes control of the defense 
of such claim, suit, action or proceeding in accordance with Section 9.03(b), the Indemnitee shall have the right, but not 
the obligation, to contest, defend and litigate, with counsel of its own selection, any claim, action, suit or proceeding by 
any third party alleged or asserted against such Indemnitee in respect of, resulting from, related to or arising out of any 
matter for which it is entitled to be indemnified hereunder, and the reasonable costs and expenses thereof shall be 
subject to the indemnification obligations of the Indemnifying Party hereunder. 
 

(b)     Upon acknowledging in writing its obligation to indemnify an Indemnitee to the extent required pursuant 
to this Article IX and paying all reasonable costs incurred by such Indemnitee in its defense, including reasonable 
attorney’s fees, the Indemnifying Party shall be entitled, at its option (subject to Section 9.03(d)), to assume and control 
the defense of such claim, action, suit or proceeding at its expense with counsel of its selection, subject to the prior 
reasonable approval of the Indemnitee. 
 

(c)       Neither the Indemnifying Party nor the Indemnitee shall be entitled to settle or compromise any such 
claim, action, suit or proceeding without the prior written consent of the other; provided, however, that such consent 
shall not be unreasonably withheld. 
 

(d)      Following the acknowledgment of the indemnification and the assumption of the defense by the 
Indemnifying Party pursuant to Section 9.03(b), the Indemnitee shall have the right to employ its own counsel and such 
counsel may participate in such action, but the fees and expenses of such counsel shall be at the expense of such 
Indemnitee, when and as incurred, unless:  (i) the employment of counsel by such Indemnitee has been authorized in 
writing by the Indemnifying Party; (ii) the Indemnitee shall have reasonably concluded and specifically notified the 
Indemnifying Party that there may be a conflict of interest between the Indemnifying Party and the Indemnitee in the 
conduct of the defense of such action; (iii) the Indemnifying Party shall not in fact have employed independent counsel 
reasonably satisfactory to the Indemnitee to assume the defense of such action and shall have been so notified by the 
Indemnitee; (iv) the Indemnitee shall have reasonably concluded and specifically notified the Indemnifying Party that 
there may be specific defenses available to it which are different from or additional to those available to the 
Indemnifying Party or that such claim, action, suit or proceeding involves or could have a material adverse effect upon 
the Indemnitee beyond the scope of this Agreement; or (v) the Indemnifying Party shall not have taken reasonable steps 
necessary to defend diligently such action within twenty (20) calendar days after receiving notice from the Indemnitee 
that the Indemnitee believes the Indemnifying Party has failed to take such steps.  If clause (ii), (iii), (iv) or (v) of the 
preceding sentence shall be applicable, then counsel for the Indemnitee shall have the right to direct the defense of such 
claim, action, suit or proceeding on behalf of the Indemnitee and the reasonable fees and disbursements of such counsel 
shall constitute indemnifiable legal or other expenses hereunder. 
 

(e)      If the amount of any Indemnifiable Loss incurred by an Indemnitee, at any time subsequent to the making 
of an indemnity payment by an Indemnifying Party in respect thereof, is reduced by recovery, settlement or otherwise 
under or pursuant to any insurance coverage, or pursuant to any claim, recovery, settlement or payment by or against 
any other entity, the amount of such reduction, less any costs, expenses or premiums incurred in connection therewith 
(together with interest thereon from the date of payment thereof at the Prime Rate) shall promptly be repaid by the 
Indemnitee to the Indemnifying Party.  In the event that the claim, demand or suit giving rise to an Indemnifiable Loss 
is ultimately adjudicated, if a Final Order confirms that the Indemnitee was not entitled to indemnification hereunder, 
then the amount advanced by the Indemnifying Party in respect of such Indemnifiable Loss (together with interest 
thereon from the date of payment thereof at the Prime Rate) shall promptly be paid by the Indemnitee to the 
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Indemnifying Party. 
 

9.04      Subrogation.  Upon payment of any indemnification by a party pursuant to this Article IX, the 
Indemnifying Party, without any further action, shall be subrogated to any and all claims that the Indemnitee may have 
relating thereto, and such Indemnitee shall at the request and expense of the Indemnifying Party cooperate with the 
Indemnifying Party and give at the request and expense of the Indemnifying Party such further assurances as are 
necessary or advisable to enable the Indemnifying Party vigorously to pursue such claims. 

9.05      Insurance. 

(a)      The ISO shall at all times, at its own cost and expense, carry and maintain or cause to be carried 
and maintained throughout the Term:  (i) liability and errors and omissions insurance (including blanket coverage for 
contractual liability), insuring the ISO against liability for injury or death to persons, damage to property and 
environmental restoration, (ii) worker’s compensation insurance, (iii) property insurance and (iv) directors’ and 
officers’  insurance.  The amount of the insurance coverages and deductibles shall generally be comparable to other 
independent system operators or RTOs, taking into consideration the relative size of the ISO and its contractual and 
tariff liabilities as compared to the other system operators or RTOs administering similar market structures.  In 
assessing the comparable coverages and deductibles, the ISO may rely on the advice of its insurance consultants. 

(b)      Each PTO will maintain property insurance on its Transmission Facilities and liability insurance 
in accordance with good utility practice.  Each PTO may self insure such amount to the extent it currently self insures 
similar policies and amounts.   

I      All insurance required under this Section 9.05 by outside insurers shall be maintained with insurers 
qualified to insure the obligations or liabilities under this Agreement and having a Best’s rating of at least B+ VIII (or 
an equivalent Best’s rating from time to time of B+ VIII), or in the event that from time to time Best’s ratings are no 
longer issued with respect to insurers, a comparable rating by a nationally recognized rating service or such other 
insurers as may be agreed upon by the PTOs and the ISO. 

(d)      The PTOs shall be listed as additional insured parties on the liability and errors and omissions 
insurance required to be maintained by the ISO and the ISO shall be listed as an additional insured party on the liability 
insurance maintained by each PTO.  Upon execution of this Agreement, and when requested thereafter, each Party shall 
furnish each other Party with certificates of all such insurance policies setting forth the amounts of coverage, policy 
numbers, and date of expiration for such insurance in conformity with the requirements of this Agreement.  

(e)       The insurance policies maintained by the ISO hereunder shall not be canceled, terminated or the 
terms thereof modified or amended without at least thirty (30) days’ prior notice to the PTOs. 

(f)        If any insurance policy required to be maintained by the ISO hereunder shall not be available to 
the ISO on a commercially reasonable basis (taking into account both terms and premiums), the ISO shall obtain a 
written report of an independent insurance advisor of recognized national standing, chosen by the PTOs and reasonably 
acceptable to the ISO, confirming in reasonable detail that such insurance policy, in respect of amount or scope of 
coverage, is not available on a commercially reasonable basis from insurers of recognized standing.  During any period 
with respect to which any insurance policy required by this Agreement is not commercially available, the ISO shall 
nevertheless maintain insurance that approximates such required insurance policy as closely as commercially practical, 
to the extent it is available on a commercially reasonable basis from insurers of recognized standing.  If any insurance 
policy which was previously not held or discontinued because of its commercial unavailability later becomes available 
on a commercially reasonable basis, the ISO shall obtain or reinstate such insurance.  

9.06      Assumption of Liability.  

(a)      (i)  Each PTO shall be severally liable to the ISO, and the ISO shall be liable to each PTO, for 
losses, liabilities, damages, diminution in value, obligations, claims, proceedings, fines, deficiencies and expenses 
(collectively, “Losses”) caused by such Party’s grossly negligent acts or omissions or willful misconduct (including the 
grossly negligent acts or omissions or willful misconduct of such Party’s directors, Affiliates, members, officers, 
employees, agents, and contractors) in connection with the performance of such Party of its obligations under this 
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Agreement; and (ii) no Party shall be liable to another Party for any incidental, indirect, special, 
 exemplary, punitive or consequential damages, including lost revenues or profits, even if such damages are foreseeable 
or the damaged Party has advised such Party of the possibility of such damages and regardless of whether any such 
damages are deemed to result from the failure or inadequacy of any exclusive or other remedy.  The foregoing 
limitations shall not apply to the right of the Parties to seek indemnification under this Agreement in accordance with 
Section 9.01. 

(b)      Nothing in this Agreement shall be deemed to affect the right of the ISO to recover its costs due 
to liability under this Article IX through the ISO Participants Agreement or the ISO Administrative Tariff. 

I      The ISO shall not be liable to any PTO with respect to any damages incurred by such PTO that are 
directly attributable to the ISO’s reliance on facility ratings established by such PTO. 

(d)      No PTO shall be liable to any other PTO and/or the ISO by reason of this Agreement (whether 
based on contract, indemnification, warranty, tort, strict liability or otherwise) for: (i) any acts or omissions taken or 
done in compliance with, or good faith attempts to comply with, the directives and/or instructions of the ISO, except in 
cases of the gross negligence or willful misconduct of such PTO; and/or (ii) any costs and expenses relating to the 
operation, repair, maintenance or improvement of any Transmission Facility of the ISO or any other PTO. 

(e)      Notwithstanding any of the foregoing, the ISO shall be liable in actual damages for failure to 
make payments or transfer sums under Section 3.10 of this Agreement if the ISO fails to discharge its obligation to 
prepare and send bills or to perform its obligations pursuant to Section 3.10 of this Agreement. 

ARTICLE X 

TERM; DEFAULT AND TERMINATION 

10.01    Term; Termination Date.  

(a)       Term and Operations Date. 

(i)      Term.  Subject to the terms set forth in this Section 10.01, the initial term of this 
Agreement (the “Initial Term”) shall commence on the Operations Date and shall continue for a period 
of five years.  Subject to the terms set forth in this Section 10.01, the Initial Term shall be extended 
automatically for additional two-year periods (each, an “Additional Term”).  Any one or more PTOs 
may withdraw from this Agreement effective at the end of the Initial Term or the end of any Additional 
Term by providing no less than 180 days’ prior notice of such withdrawal to the other Parties.  Together, 
the Initial Term and the Additional Term(s), if any, shall constitute the term (the “Term”) of this 
Agreement.   

(ii)     Operations Date.  The “Operations Date” shall be the date on which the ISO and the Initial 
Participating Transmission Owners unanimously agree to place this Agreement, the ISO OATT, and 
related agreements and documents into effect.  The ISO and the Initial Participating Transmission 
Owners shall jointly issue a written notice (the “Notice of Operations Date”) at least thirty (30) calendar 
days in advance of the Operations Date.  The Notice of Operations Date shall be posted on the ISO 
website and filed with FERC on an informational basis. 

(b)       PTO Withdrawal During The Term.  Subject to Section 10.01(e), any one or more PTOs may 
withdraw from this Agreement at any time during the Term if any of the following shall have occurred: 

(i)      upon an ISO event of default in accordance with Section 10.03(a), provided that the PTOs 
shall exercise this right in accordance with Section 10.03(b)(i).   

(ii)      if a Final Order of FERC, a Final Order of a Federal court or a Federal law sets forth a 
change in policy stating that:  (A) the federal government no longer encourages the participation of 
transmission owners in RTOs and such Final Order or law affirmatively states that transmission owners 
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participating in an RTO may withdraw therefrom, or (B) that the recovery of costs for existing 
Transmission Facilities will be subject to any change in policy which would prevent a PTO from 
recovering the costs of existing Transmission Facilities on a regulated cost-of-service basis; provided 
that withdrawal pursuant to (A) or (B) of this provision shall require notice to the other Parties not less 
than 180 days prior to the Termination Date established pursuant to Section 10.01(e).  

(iv)     FERC issues an order putting into effect changes to the relative rights and responsibilities 
of the PTOs and the ISO under this Agreement, including changing the scope and definition of 
Operating Authority, so as to materially adversely affect the interests of one or more PTOs, unless the 
PTOs have agreed to such changes in accordance with Section 11.04; provided that:  (A) only the PTO
(s) affected by such FERC order shall have the right to withdraw pursuant to this provision; (B) 
withdrawal pursuant to this provision shall require notice to the other Parties not less than 180 days prior 
to the Termination Date established pursuant to Section 10.01(e); and (C) a PTO providing a notice of 
withdrawal pursuant to this provision shall be required to rescind such notice if FERC issues a 
subsequent order prior to the Termination Date so as to eliminate the changes to the relative rights and 
responsibilities of the PTOs and the ISO under this Agreement.  

(v)      the withdrawing PTO has entered into an agreement to form an ITC in accordance with 
Attachment M to the ISO OATT which has been accepted for filing by the FERC, provided that 
withdrawal pursuant to this provision shall be effective concurrent with the effective date of such 
agreement.  

(vi)     the withdrawing PTO has obtained authorization from the FERC to join another RTO or 
other similar organization (such as an Independent System Operator) in connection with a merger with 
or acquisition by another entity other than another PTO.  

I        Remaining PTOs.  In the event that one or more, but less than all, PTOs withdraw from this 
Agreement in accordance with Section 10.01(a) or (b), this Agreement shall remain in full force and effect with 
respect to all other PTOs; provided that in the event of a withdrawal under Section 10.01(a), the remaining 
PTOs shall have a period of twenty days from the date of the notice provided in accordance with Section 10.01
(a) to notify the other Parties that it intends to withdraw from this Agreement at the end of the Initial Term or 
any Additional Term, as applicable.  The “Termination Date” shall mean the date of termination established in 
accordance with Section 10.01(e).    

(d)       Termination By the ISO. The ISO may terminate its obligations under this Agreement and 
surrender its Operating Authority over the Transmission Facilities if any of the following shall have occurred:  

(i)      the withdrawal of one or more PTOs from this Agreement and as a result of such 
withdrawal the ISO cannot maintain system reliability or administer efficient and competitive markets. 

(ii)      FERC issues an order putting into effect material changes in the liability and 
indemnification  protections afforded to the ISO under this Agreement or the ISO OATT, provided that: 
 (A) withdrawal pursuant to this provision shall require notice to the other Parties not less than 180 days 
prior to the Termination Date established pursuant to Section 10.01(e); and (B) the ISO shall be required 
to rescind such notice if FERC issues a subsequent order prior to the Termination Date so as to eliminate 
the material changes to such liability and indemnification protections. 

(iii)      FERC issues an order putting into effect an amendment or modification of this 
Agreement that materially adversely affects the ISO’s ability to carry out its responsibilities under this 
Agreement, unless the ISO has agreed to such changes in accordance with Section 11.04, provided that: 
(A) withdrawal pursuant to this provision shall require notice to the other Parties not less than 180 days 
prior to the Termination Date established pursuant to Section 10.01(e); and (B) the ISO shall be required 
to rescind such notice if FERC issues a subsequent order prior to the Termination Date so as to eliminate 
the material adverse effect to the ISO’s ability to carry out its responsibilities under this Agreement. 

(iv)      upon a PTO event of default in accordance with Section 10.04(a), provided that 
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the ISO shall exercise this right in accordance with Section 10.04(b)(i).  

(e)      Actions Prior To Withdrawal or Termination.  Upon submission of a written notice of termination 
or withdrawal by a Party or Parties, the Party or Parties submitting such notice shall commence the development 
of a plan under which Operating Authority shall be transferred from the ISO to another entity.  The Termination 
Date with respect to any PTO or the ISO shall not occur until both:  (a) the ISO and all affected PTOs have 
agreed upon a plan addressing the technical, operational and market issues associated with the transfer of 
Operating Authority in connection with such termination or withdrawal and such plan has been implemented, 
provided that:  (i) if the Parties are unable to reach agreement on such plan, any affected Party shall have the 
right to submit the matter to FERC for resolution without additional negotiation under Section 11.14; (ii) with 
respect to a withdrawal pursuant to Section 10.01(a), no PTO shall be required to remain a Party to this 
Agreement for longer than one year after providing notice of withdrawal; and (iii) in the event of a default by 
the ISO, the affected PTOs may require that the ISO immediately make arrangements for the orderly transfer of 
the ISO’s invoicing and collection functions with respect to such PTOs prior to the Termination Date in 
accordance with Section 10.03(b); and (b) all required regulatory approvals, if any, have been obtained for such 
withdrawal or termination, including any approvals required pursuant to Section 10.01(f). 

(f)      Approvals.  Notwithstanding any other provision contained herein or in any other document to the 
contrary, any termination or withdrawal requested under this Section 10.01 shall be effective:  (1) unless a party 
to this Agreement seeking to challenge the request demonstrates that the requested termination or withdrawal is 
contrary to the public interest under the Mobile-Sierra Doctrine and (ii) subject to the FERC’s determination 
under Section 205 of the Federal Power Act that the termination or withdrawal is just, reasonable and not 
unduly discriminatory or preferential.  Each PTO exercising its right to withdraw or terminate in accordance 
with this Section 10.01 shall file with the FERC, pursuant to Section 205 of the FPA, the tariffs and rate 
schedules applicable to transmission service over such PTO’s Transmission Facilities to become effective upon 
such termination or withdrawal. 

(g)       Continuing Obligations.  Each withdrawing or terminating Party shall have the following 
continuing obligations following withdrawal from this Agreement  

(i)      All financial obligations incurred and payments applicable to the time period prior to the 
Termination Date shall be honored by the terminating or withdrawing Party and each other Party in 
accordance with the terms of this Agreement, and each Party shall remain liable for all obligations 
arising hereunder prior to the Termination Date. 

(ii)     Any withdrawing PTO that is not a Publicly-Owned PTO shall file a replacement 
transmission tariff to replace the ISO OATT, unless FERC rules no longer require the filing of such a 
tariff.  Any withdrawing Publicly-Owned PTO shall adopt the Order No. 888 pro forma tariff. 

       10.02        Release of Operating Authority. 

(a)      Upon the Termination Date, the ISO’s right and obligation to exercise Operating Authority over 
the Transmission Facilities of a PTO with whom this Agreement has terminated shall promptly cease, and, in 
accordance with Section 10.01, the ISO shall be deemed to have released and returned, and such PTO (or its designee) 
shall have assumed, Operating Authority over such Transmission Facilities on the Termination Date.  

(b)       After the Termination Date, the ISO shall take Commercially Reasonable Efforts to assist the 
terminating PTO or such PTO’s designee in resuming performance of the functions comprising Operating Authority. 

(c)     The expenses associated with any termination under Section 10.01 shall be at the PTO’s expense 
unless (1) the termination is by the ISO pursuant to Section 10.01(d)(ii) or (iii), or (2) pursuant to Section 10.03 in the 
event of an ISO default.  

10.03     Events of Default of the ISO. 

(a)      Events of Default of the ISO. Subject to the terms and conditions of this Section 10.03, the 
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occurrence of any of the following events shall constitute an event of default of the ISO under this 
Agreement: 

(i)      Failure by the ISO to perform any material obligation set forth in this Agreement and 
continuation of such failure for longer than thirty (30) days after the receipt by the ISO of written notice 
of such failure from a PTO; provided, however, that if the ISO is diligently pursuing a remedy during 
such thirty (30) day period, said cure period shall be extended for an additional thirty (30) days or as 
otherwise agreed by all affected Parties 

(ii)      If there is a dispute between the ISO and a PTO as to whether the ISO has failed to 
perform a material obligation, the cure period(s) provided in  Section 10.03(a)(i) above shall run from 
the point at which a finding of failure to perform has been made by a Governmental Authority;  

(iii)     Any attempt (not including consideration of strategic options or entering into exploratory 
discussions) by the ISO to transfer an interest in, or assign its obligations under, this Agreement, except 
as otherwise permitted hereunder; 

(iv)      Failure of the ISO (if it has received the necessary corresponding funds from ISO 
customers) to pay when due any and all amounts payable to any PTO by the ISO as part of the 
settlement process pursuant to Section 3.10 within three (3) Business Days;  

(v)      Failure of the ISO to pay when due any other amounts payable to any PTO by the ISO 
pursuant to this Agreement within thirty (30) days of the due date;  

(vi)     The exercise of Operating Authority or other responsibilities under this Agreement in a 
manner that results in a material amount of damage to or the destruction of a PTO’s Transmission 
Facilities due to the willful misconduct or gross negligence of the ISO or the repeated and persistent 
exercise by the ISO of its Operating Authority in a manner that subjects Transmission Facilities to the 
significant risk of a material amount of damage, provided that exercise by the ISO of its Operating 
Authority over any Transmission Facility both in accordance with the Operating Procedures and within 
the ratings established by a PTO for such Transmission Facility shall not be considered to subject such 
Transmission Facility to risk of damage and further provided that nothing in this Section 10.03(a)(v) 
shall be deemed to excuse the ISO from complying with its obligations under this Agreement or to limit 
the other events of default specified in this Section 10.03(a).   

(vii)     With respect to the ISO, (A) the filing of any petition in bankruptcy or insolvency, or for 
reorganization or arrangement under any bankruptcy or insolvency laws, or voluntarily taking advantage 
of any such laws by answer or otherwise or the commencement of involuntary proceedings under any 
such laws, (B) assignment by the ISO for the benefit of creditors; or (C) allowance by the ISO of the 
appointment of a receiver or trustee of all or a material part of its property if such receiver or trustee is 
not discharged within thirty (30) days after such appointment. 

(b)      Remedies for Default.  If an event of default by the ISO occurs, each affected PTO shall have the 
right to avail itself of any or all of the following remedies, all of which shall be cumulative and not exclusive: 

(i)      To terminate its participation in this Agreement with respect to such PTO in accordance 
with Section 10.01(e); provided that if the ISO contests such allegation of an ISO event of default, this 
Agreement shall remain in effect pending resolution of the dispute, but any applicable notice period 
shall run during the pendency of the dispute; 

(ii)     To demand that the ISO shall immediately make arrangements for the orderly transfer of 
Operating Authority over such PTO’s Transmission Facilities and assist such PTO or such PTO’s 
designee in resuming performance of the functions comprising Operating Authority, provided that:  (A) 
such PTO shall not be liable for the reimbursement of the ISO for any costs and expenses incurred by 
the ISO in connection therewith; (B) the ISO and all affected PTOs shall agree upon a plan addressing 
the technical and operational issues associated with such transfer of Operating Authority, and such plan 
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has been implemented; and (C) if the Parties are unable to reach agreement on such plan, any 
affected Party shall have the right to submit the matter to FERC for resolution without additional 
negotiation under Section 11.14; 

(iii)      To demand that the ISO shall terminate any right of the ISO, immediately make 
arrangements for the orderly transfer of the ISO’s invoicing and collection functions with respect to such 
PTO and assist such PTO or such PTO’s designee in resuming performance of the functions the later of 
20 days from the date of making such demand or the start of the next billing cycle.  Without limiting the 
generality of the foregoing, the ISO agrees to deliver all information and files necessary to perform 
billing for regional transmission service (the “Regional Billing”), including but not limited to 
transferring all files then used by the ISO to prepare rate calculations and billing to a billing 
representative designated by the PTOs.  The PTOs will provide the ISO, within 30 days of the 
Operations Date, with a list of  the specific information and files necessary if the PTOs were to perform 
the Regional Billing; 

(iv)      To make any payment or perform or comply with any agreement that the ISO shall be 
obligated to pay, perform or comply with under this Agreement and the amount of reasonable expenses 
(including attorneys’ fees and any other reasonable professionals’ fees and expenses) of such PTO 
incurred in connection with such payment or the performance of or compliance with any such agreement 
shall be payable by the ISO upon demand;  

(v)       To obtain such specific performance and/or an injunction to prevent breaches of this 
Agreement and to enforce specifically the terms and conditions hereof; and/or 

(vi)      To obtain damages pursuant to the indemnity provisions of Sections 9.01 and 9.06 and for 
non-performance of invoicing/payment obligations under Section 3.10 of this Agreement. 

10.04    Events of Default of a PTO. 

(a)      Events of Default of a PTO.  Subject to the terms and conditions of this Section 10.04, the 
occurrence of any of the events listed below shall constitute an event of default of such PTO under this Agreement (in 
each instance, a “PTO Default”): 

(i)      Failure by such PTO to perform any material obligation set forth in this Agreement and 
continuation of such failure for longer than thirty (30) days after the receipt by such PTO of written 
notice of such failure from the ISO, provided, however, that if such PTO is diligently pursuing a remedy 
during such thirty (30) day period, said cure period shall be extended for an additional thirty (30) days or 
as otherwise agreed by all affected Parties; 

(ii)      If there is a dispute between a PTO and the ISO as to whether the PTO has failed to 
perform a material obligation, the cure period(s) provided in  Section 10.04(a)(i) above shall run from 
the point at which a finding of failure to perform has been made by a Governmental Authority; 

(iii)     With respect to such PTO, (A) the filing of any petition in bankruptcy or insolvency, or 
for reorganization or arrangement under any bankruptcy or insolvency laws, or voluntarily taking 
advantage of any such laws by answer or otherwise or the commencement of involuntary proceedings 
under any such laws, (B) assignment by such PTO for the benefit of creditors; or (C) allowance by such 
PTO of the appointment of a receiver or trustee of all or a material part of its property if such receiver or 
trustee is not discharged within thirty (30) days after such appointment; or  

(iv)      Failure of the PTO to pay when due any amounts payable to the ISO by such PTO 
pursuant to this Agreement within thirty (30) days of the due date. 

(b)       Remedies for Default.  If an event of default by a PTO occurs , the ISO shall have the following 
remedies, all of which shall be cumulative and not exclusive: 
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(i)      terminate this Agreement with respect to such PTO in accordance with Section 10.01(e); 
provided that if such PTO contests such allegation of a PTO event of default, this Agreement shall 
remain in effect pending resolution of the dispute, but any applicable notice period shall run during the 
pendency of the dispute; 

(ii)     such specific performance and/or an injunction to prevent breaches of this Agreement and 
to enforce specifically the terms and conditions hereof; or  

(iii)     obtain damages pursuant to the indemnity provisions of Sections 9.01 and 9.06.  

(c)       Notwithstanding anything to the contrary herein, nothing in this Section 10.04 shall be deemed to 
give the ISO or any ISO agent or designee the right to exercise any functions other than those enumerated as Operating 
Authority in Section 3.02 or the right to take physical control of any PTO facilities. 

ARTICLE XI 

MISCELLANEOUS 

11.01      Notices.  Unless otherwise expressly specified or permitted by the terms hereof, all communications 
and notices provided for herein shall be in writing and any such communication or notice shall become effective (a) 
upon personal delivery thereof, including by overnight mail or courier service, (b) in the case of notice by United States 
mail, certified or registered, postage prepaid, return receipt requested, upon receipt thereof, or (c) in the case of notice 
by facsimile, upon receipt thereof; provided that such transmission is promptly confirmed by either of the methods set 
forth in clauses (a) or (b) above, in each case addressed to each party and copy party hereto at its address set forth in 
Schedule 11.01 or, in the case of any such party or copy party hereto, at such other address as such party or copy party 
may from time to time designate by written notice to the other parties hereto; further provided that a notice given in 
connection with this Section 11.01 but received on a day other than a Business Day, or after business hours in the situs 
of receipt, will be deemed to be received on the next Business Day. 

11.02      Supersession of Prior Agreements.  With respect to the subject matter hereof, this Agreement 
(together with all schedules and exhibits attached hereto) constitutes the entire agreement and understanding among the 
Parties with respect to all subjects covered by this Agreement and supersedes all prior discussions, agreements and 
understandings among the Parties with respect to such matters, including those agreements set forth on Schedule 11.02 
attached hereto.  To the extent that such other agreements address subjects addressed in this Agreement, this 
Agreement shall govern.  

11.03     Waiver.  Any term or condition of this Agreement may be waived at any time by the Party that is 
entitled to the benefit thereof, but no such waiver shall be effective unless set forth in a written instrument duly 
executed by or on behalf of the Party waiving such term or condition.  No waiver by any Party of any term or condition 
of this Agreement, in any one or more instances, shall be deemed to be or construed as a waiver of the same or any 
other term or condition of this Agreement on any future occasion.  All remedies, either under this Agreement or by Law 
or otherwise afforded, shall be cumulative and not alternative. 

11.04    Amendment; Limitations on Modifications of Agreement. 

(a)      Except as otherwise specifically provided herein, this Agreement shall only be subject to 
modification or amendment as follows: 

(i)      Establishment of Committee.  The PTOs shall form a PTO Administrative Committee 
(“PTO AC”) which shall meet periodically (1) to consider recommendations to the ISO regarding 
actions, policies and rules of the ISO affecting the PTOs’ Transmission Facilities; (2) to consider and 
vote upon proposed amendments to this Agreement; (3) to consult with the ISO as may be provided for 
under this Agreement; and (4) to consider any other matters relating to the administration of this 
Agreement by the PTOs.  The PTO AC shall be organized in the manner described in Schedule 11.04.  

(ii)      Amendments to Section 11.04(a)(iii) and Schedule 11.04.  Notwithstanding anything in 
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this Agreement which may be construed to the contrary, the PTOs may unilaterally amend or 
revise Sections 11.04(a)(iii)(B) and 11.04(a)(iii)(C) of this Agreement and Schedule 11.04 to this 
Agreement through a vote of the PTO AC as set forth in Section 12 of Schedule 11.04, without the 
consent of the ISO, and may submit such amended Agreement under Section 205 of the Federal Power 
Act.  Notwithstanding anything in this Agreement which may be construed to the contrary, the ISO may 
unilaterally amend or revise section 11.04(a)(iii)(A) of this Agreement through the process set forth in 
that subsection, without the consent of the PTOs, and may submit such amended Agreement under 
Section 205 of the Federal Power Act. 

(iii)      Amendments to this Agreement.  Except as set forth in section 11.04(a)(ii), this 
Agreement may be amended by mutual agreement of the PTOs and the ISO and the acceptance of any 
such amendment by FERC.   

(A)     ISO Agreement to Amendments.  The ISO shall be deemed to have agreed to such 
amendment upon execution of the amendment. 

(B)      PTO Agreement to General Amendments.  Except as otherwise provided in 
sections 11.04(a)(iii)(C) and 11.04(a)(iii)(D), the PTOs will be deemed to have 
agreed to such amendment upon a vote of the PTOs meeting all of the following 
criteria:  

(1)      Weighted Voting.  A vote to approve an amendment to this Agreement 
under this Section 11.04(a)(iii)(B) shall be cast by a number of the 
Individual Votes of the PTOs equal to or greater than sixty-five (65) 
percent of the aggregate Individual Votes of all the PTOs; 

(2)       Support of Non-Affiliated PTOs.  In addition to the Individual Votes 
satisfying Section 11.04(a)(iii)(B)(i), a vote of the PTOs to approve an 
amendment to this Agreement under this Section 11.04(a)(iii)(B) shall be 
cast by a number of Non-Affiliated PTOs that have Supporting Votes that 
are equal to or greater than (x) fifty (50) percent of such Non-Affiliated 
PTOs or (y) four (4), whichever is less; and;  

(3)       Limits on a Single PTO Veto.  The negative vote of a single PTO with 
Individual Votes equal to thirty-five (35) but not more than fifty (50) 
percent of the aggregate Individual Votes of the PTOs shall not cause the 
amendment to fail if the combined Individual Votes of the PTOs voting in 
favor of the amendment are equal to or greater than ninety-five (95) 
percent of the Individual Votes of all the remaining PTOs.  The negative 
vote of a single PTO with Individual Votes greater than fifty (50) percent 
of the aggregate Individual Votes of the PTOs voting shall cause the 
amendment to fail.   

(C)      PTO Agreement Requiring a Super Majority Vote.  The PTOs will be deemed to 
have agreed to an amendment to Section 3.04(b) of this Agreement upon a vote of 
the PTOs meeting both of the following criteria:  

(1)       Weighted Voting. A vote to approve an amendment to section 3.04(b) of 
this Agreement shall be cast by a number of the Individual Votes of the 
PTOs equal to or greater than ninety-five (95) percent of the aggregate 
Individual Votes of all the PTOs; and 

(2)       Support of Non-Affiliated PTOs.  In addition to the Individual Votes 
satisfying Section 11.04(a)(iii)(C)(i), a vote of the PTOs to approve an 
amendment to section 3.04(b) of this Agreement shall be cast by a number 
of Non-Affiliated PTOs that have Supporting Votes that are equal to or 
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greater than (x) seventy (70) percent of such Non-Affiliated PTOs or (y) five 
(5),whichever is less.  

(D)       PTO Agreement Requiring Consent of Affected Party.  Notwithstanding anything 
in this Agreement which may be construed to the contrary, the PTO rights and 
privileges contained in sections 2.01, 3.04(a), 3.04(j), 3.04(k), 3.07, 3.13, 10.01
(a), 10.01(b), and 11.04 of this Agreement and sections 12 and 13 of Schedule 
11.04 to this Agreement shall not be modified or diminished by amendment to 
this Agreement or in any other way without the prior written consent of each PTO 
that may be affected thereby. 

(E)       Amendments to PTO Voting Provisions to Reflect Additional Participating 
Transmission Owners.  If an unaffiliated transmission utility from outside the 
New England Control Area becomes or is about to become an Additional 
Participating Transmission Owner pursuant to Section 11.05 of this Agreement, 
and if any initial PTO’s Individual Vote will change by more than 20 percent as a 
result, the PTOs shall enter into good faith negotiations to consider appropriate 
modifications to Sections 11.04(a)(iii)(B) and 11.04(a)(iii)(C) of this Agreement 
and Schedule 11.04 to this Agreement.  The PTOs may unilaterally amend or 
revise Sections 11.04(a)(iii)(B) and 11.04(a)(iii)(C) of this Agreement and 
Schedule 11.04 to this Agreement through a vote of the PTO AC as set forth in 
Section 11.04(a)(iii)(D), without the consent of the ISO, and may submit such 
amended Agreement to the FERC under Section 205 of the Federal Power Act. 

(F)       Supporting Votes.  Each PTO that has a minimum of one (1) percent of the 
aggregate Individual Votes of all the PTOs at the time of the applicable PTO AC 
meeting shall have a single “Supporting Vote.”  The Individual Votes of any 
group of two or more PTOs that each have an Individual Vote of less than one (1) 
percent may be combined and voted so that if the combined Individual Votes of 
such PTOs are equal to or greater than one (1) percent of the aggregate Individual 
Votes of all the PTOs at the time of the applicable PTO AC meeting, such 
combined Individual Votes shall be counted as a single Supporting Vote.  Subject 
to a sufficient number of Publicly-Owned PTOs executing this Agreement, as of 
the Operations Date the combined Individual Votes of all of the Publicly-Owned 
PTOs is expected to be greater than one (1) percent of the aggregate Individual 
Votes of all the PTOs.  In the event that the combined Individual Votes of all of 
the Publicly-Owned PTOs as of the Operations Date is greater than one (1) 
percent of the aggregate Individual Votes of all the PTOs, if at any time after the 
Operations Date, all of the Publicly-Owned PTOs have Individual Votes of less 
than one (1) percent of the aggregate Individual Votes of all of the PTOs due to 
the addition of new transmission assets and the depreciation of existing 
transmission assets, then the combined Individual Votes of all of the Publicly 
Owned PTOs shall nonetheless be counted as a single Supporting Vote. 

(b)       In light of the foregoing, the Parties agree that they shall not rely to their detriment on any 
purported amendment, waiver or other modification of any rights under this Agreement unless the requirements of this 
Section 11.04 are satisfied and further agree not to assert equitable estoppel or any other equitable theory to prevent 
enforcement of this provision in any court of law or equity, arbitration or other proceeding.  

(c)      Absent the agreement of the Parties to any proposed change hereof or an amendment hereof 
pursuant to Section 11.04(a), the standard of review for changes to the following sections of this Agreement (or 
changes to any schedules associated with such sections) proposed by a Party, a non-party or the Federal Energy 
Regulatory Commission acting sua sponte shall be the "public interest" standard of review under the Mobile-Sierra 
Doctrine:  2.01, 2.04, 3.01, 3.02, 3.03, 3.04, 3.05, 3.06, 3.07, 3.09, 3.10, 3.11, 3.13, 3.14, 4.01(e), 6.06, 6.07, 6.08, 9.01, 
9.06, 10.02, 10.03, 10.04, 11.04(a) - (d), 11.05, 11.06, 11.08, 11.17, 11.19(d), and Article I, as it applies to the 
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foregoing sections.  Absent the agreement of the Parties to any proposed change hereof or an 
amendment hereof pursuant to Section 11.04(a), with respect to changes to the remaining provisions of this Agreement 
proposed by a Party, a non-party or the Federal Energy Regulatory Commission acting sua sponte, the standard of 
review shall be that provided under Section 206 of the Federal Power Act. 

(d)      Notwithstanding the Parties’ rights under Section 3.04 hereof, neither the ISO nor any PTO shall 
propose to modify or amend the ISO OATT nor any other tariff, rate schedule, procedure, protocol, or agreement 
applicable to the ISO or the PTOs in any manner that would limit, alter, or adversely affect the rights and 
responsibilities of the non-proposing Parties under this Agreement or that would otherwise be inconsistent with the 
provisions of this Agreement unless:  (i) the PTOs and the ISO have entered into a prior written agreement to make 
corresponding modifications to this Agreement in accordance with this Section 11.04, or (ii) if corresponding 
modifications to the provisions of this Agreement enumerated in Section 11.04(c) above are required, the proposing 
Party also requests FERC to find (or FERC has already so found) that the corresponding modifications are required 
under the "public interest" standard of review under the Mobile-Sierra Doctrine or (iii) if corresponding modifications 
to the remainder of the Agreement are required, the proposing Party also requests FERC to find (or FERC has already 
so found) that the corresponding modifications are required under the standard of review under Section 206 of the 
Federal Power Act. 

(e)       The Parties shall notify stakeholders of proposed amendments to this Agreement by posting such 
amendments on the ISO website prior to the filing of such amendments with FERC and shall consider stakeholder input 
concerning such proposed amendments.  

11.05      Additional Participating Transmission Owners.  After the Operations Date, subject to the terms set 
forth herein, including Section 6.06, any owner of transmission facilities may become a PTO under this Agreement and 
a Party to this Agreement by executing and delivering a counterpart to this Agreement with the consent or approval of 
the ISO, such consent or approval not to be unreasonably withheld.  Owners of transmission facilities that become 
PTOs pursuant to the terms of this Section 11.05 shall be referred to herein as “Additional Participating Transmission 
Owners”; provided, however, that, notwithstanding any other provision contained herein to the contrary, Independent 
Transmission Companies shall not be deemed to be Additional Participating Transmission Owners hereunder. 
 Notwithstanding Section 11.04 or any other provision contained herein to the contrary, Additional Participating 
Transmission Owners may become parties to this Agreement without any consent or approval of the other PTOs and 
without any amendment to this Agreement, except that this Agreement may be amended pursuant to Section 11.04(a)
(iii)(E) if an unaffiliated transmission utility from outside the Control Area becomes or is about to become an 
Additional Participating Transmission Owner.  

11.06     Integration Charges.  Each Additional Participating Transmission Owner that enters into this 
Agreement after the Operations Date shall pay upon joining or shall promptly reimburse the ISO and each affected 
PTO for (a) all incremental costs, expenses and charges (including those incurred by the ISO or other PTOs) that, as 
determined by the ISO, result from the integration of such PTO’s transmission system into the Transmission Facilities 
over which the ISO exercises Operating Authority and produce an increase in ISO Administrative Charges assessed 
against users of the New England Transmission System; and (b) such PTO’s Pro Rata Share of the aggregate start-up 
costs recovered up to that date by the ISO.  The ISO shall not implement any integration until it has received from the 
Additional Participating Transmission Owner payment in full for all such payments or secured a binding agreement that 
obligates the Additional Participating Transmission Owner to pay all such costs, expenses and other charges as they 
come due.  

11.07     No Third Party Beneficiaries.  Except as provided in Article IX, it is not the intention of this 
Agreement or of the Parties to confer a third party beneficiary status or rights of action upon any Person or entity 
whatsoever other than the Parties and nothing contained herein, either express or implied, shall be construed to confer 
upon any Person or entity other than the Parties any rights of action or remedies either under this Agreement or in any 
manner whatsoever. 

11.08     No Assignment; Binding Effect. Neither this Agreement nor any right, interest or obligation 
hereunder may be assigned by a Party (including by operation of law) without the prior written consent of each other 
Party in its sole discretion and any attempt at assignment in contravention of this Section 11.08 shall be void.  Any 
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PTO may assign or transfer any or all of its rights, interests and obligations hereunder upon the transfer of its 
assets through sale, reorganization, or other transfer, provided that: 

(a)     the PTO’s successors and assigns shall agree to be bound by the terms of this Agreement except 
that PTO’s successors and assigns shall not be required to be bound by any obligations hereunder to the extent that the 
PTO has agreed to retain such obligations; and 

(b)     notwithstanding (a), the PTO shall assign or transfer to any new owner of Transmission Facilities 
subject to this Agreement all of the rights, responsibilities and obligations associated with the physical operation of 
such Transmission Facilities as well as all of the rights, responsibilities and obligations associated with the ISO’s 
Operating Authority with respect to such Transmission Facilities, further provided that the new owner shall have the 
right to retain one or more subcontractors to perform any or all of its responsibilities or obligations under this 
Agreement. 

Subject to the foregoing, this Agreement is binding upon, inures to the benefit of and is enforceable by the Parties and 
their respective permitted successors and assigns.  No assignment shall be effective until the PTO receives all required 
regulatory approvals for such assignment.   

11.09     Further Assurances; Information Policy; Access to Records.  

(a)      Each Party agrees, upon another Party’s request, to make Commercially Reasonable Efforts to 
execute and deliver such additional documents and instruments, provide information, and to perform such additional 
acts as may be necessary or appropriate to effectuate, carry out and perform all of the terms, provisions, and conditions 
of this Agreement and of the transactions contemplated hereby. 

(b)      The ISO shall, upon a PTO’s request, make available to such PTO any and all information within 
the ISO’s custody or control that is necessary for such PTO to perform its responsibilities and obligations or enforce its 
rights under this Agreement, provided that such information shall be made available to such PTO only to the extent 
permitted under the ISO Information Policy and subject to any applicable restrictions in the ISO Information Policy, 
including provisions of the ISO Information Policy governing the confidential treatment of non-public information, and 
provided further that any PTO employee or employee of a PTO’s Local Control Center shall comply with such ISO 
Information Policy and any applicable standards of conduct to prevent the disclosure of such information to any 
unauthorized Person.  Any dispute concerning what information is necessary for a PTO to perform its responsibilities 
and obligations or enforce its right under this Agreement shall be subject to dispute resolution under Section 11.14 of 
this Agreement. 

(c)      Each PTO shall, upon the ISO’s request, make available to the ISO any and all information within 
the PTO’s custody or control that is necessary for the ISO to perform its responsibilities and obligations or enforce its 
rights under this Agreement, provided that such information shall be shall be made available to the ISO only to the 
extent permitted under the ISO Information Policy and subject to any applicable restrictions in the ISO Information 
Policy, including provisions of the ISO Information Policy governing the confidential treatment of non-public 
information, and provided further that any ISO employee shall comply with such ISO Information Policy and any 
applicable standards of conduct to prevent the disclosure of such information to any unauthorized Person.  Any dispute 
concerning what information is necessary for the ISO to perform its responsibilities and obligations or enforce its right 
under this Agreement shall be subject to dispute resolution under Section 11.14 of this Agreement. 

(d)      If, in order to properly prepare its Tax Returns, other documents or reports required to be filed 
with Governmental Authorities or its financial statements or to fulfill its obligations hereunder, it is necessary that the 
ISO or any PTO be furnished with additional information, documents or records not referred to specifically in this 
Agreement, and such information, documents or records are in the possession or control of the ISO or a PTO, the ISO 
or such PTO shall use its best efforts to furnish or make available such information, documents or records (or copies 
thereof) at the ISO’s or such PTO’s request, cost and expense.  Any information obtained by the ISO or a PTO in 
accordance with this paragraph shall be subject to any applicable provisions of the ISO Information Policy 

(e)     Notwithstanding anything to the contrary contained in this Section 11.09: 
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(i)      no Party shall be obligated by this Section 11.09 to undertake studies or analyses that such 
Party would not otherwise be required to undertake or to incur costs outside the normal course of 
business to obtain information that is not in such Party’s custody or control at the time a request 
for information is made pursuant to this Section 11.09; 

(ii)     if any PTO and the ISO are in an adversarial relationship in litigation or arbitration (other 
than with respect to litigation or arbitration to enforce this Section 11.09), the furnishing of 
information, documents or records by the ISO or such PTO in accordance with this Section 11.09 
shall be subject to applicable rules relating to discovery; 

(iii)     no Party shall be compelled to provide any privileged and/or confidential documents or 
information that are attorney work product or subject to the attorney/client privilege; and 

(iv)     no Party shall be required to take any action that impairs or diminishes its rights under this 
Agreement, diminishes any other Party’s obligations under this Agreement or otherwise lessens 
the value of this Agreement to such Party. 

11.10    Business Day.  Notwithstanding anything herein to the contrary, if the date on which any payment is to 
be made pursuant to this Agreement is not a Business Day, the payment otherwise payable on such date shall be 
payable on the next succeeding Business Day with the same force and effect as if made on such scheduled date and, 
provided such payment is made on such succeeding Business Day, no interest shall accrue on the amount of such 
payment from and after such scheduled date to the time of such payment on such next succeeding Business Day. 

11.11 Governing Law.  This Agreement shall be governed by and construed in accordance with the laws of 
the State of Delaware including all matters of construction, validity and performance without regard to the conflicts-of-
laws provisions thereof. 

11.12    Consent to Service of Process.  Each of the Parties hereby consents to service of process by registered 
mail, Federal Express or similar courier at the address to which notices to it are to be given, it being agreed that service 
in such manner shall constitute valid service upon such party or its respective successors or assigns in connection with 
any such action or proceeding; provided, however, that nothing in this Section 11.12 shall affect the right of any such 
Parties or their respective successors and permitted assigns to serve legal process in any other manner permitted by 
applicable Law or affect the right of any such Parties or their respective successors and assigns to bring any action or 
proceeding against any other one of such Parties or its respective property in the courts of other jurisdictions. 

11.13    Specific Performance; Force Majeure. 

(a) Specific Performance.  The Parties specifically acknowledge that a breach of this Agreement, 
whether or not an Event of Default, and notwithstanding any cure period in Section 10.03(b), would cause each of the 
non-breaching Parties to suffer immediate and irreparable harm due to the unique relationship among the Parties. The 
Parties hereto shall be entitled to seek specific performance and/or an injunction or injunctions to prevent breaches of 
the provisions of this Agreement and to enforce specifically the terms and conditions hereof in any court of competent 
jurisdiction, such remedy being in addition to any other remedy to which any Party may be entitled at law or in equity. 

(b)      Force Majeure. A Party shall not be considered to be in default or breach under this Agreement, 
and shall be excused from performance or liability for damages to any other party, if and to the extent it shall be 
delayed in or prevented from performing or carrying out any of the provisions of this Agreement, except the obligation 
to pay any amount when due, in consequence of any act of God, labor disturbance, failure of contractors or suppliers of 
materials (not including as a result of non-payment), act of the public enemy or terrorists, war, invasion, insurrection, 
riot, fire, storm, flood, ice, explosion, breakage or accident to machinery or equipment or by any other cause or causes 
(not including a lack of funds or other financial causes) beyond such Party’s reasonable control, including any order, 
regulation, or restriction imposed by governmental, military or lawfully established civilian authorities. Any Party 
claiming a force majeure event shall use reasonable diligence to remove the condition that prevents performance, 
except that the settlement of any labor disturbance shall be in the sole judgement of the affected Party. 

11.14     Dispute Resolution.   The Parties agree that any dispute arising under this Agreement shall be the 
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subject of good-faith negotiations among the affected Parties and affected market participants, if any.  Each 
affected Party and each affected market participant shall designate one or more representatives with the authority to 
negotiate the matter in dispute to participate in such negotiations.  The affected Parties and affected market participants 
shall engage in such good-faith negotiations for a period of not less than 60 calendar days, unless:  (a) a Party or market 
participant identifies exigent circumstances reasonably requiring expedited resolution of the dispute by FERC or a 
court or agency with jurisdiction over the dispute; or (b) the provisions of this Agreement otherwise provide a Party the 
right to submit a dispute directly to FERC for resolution.  Any other dispute that is not resolved through good-faith 
negotiations may, by any Party or any market participant, be submitted for resolution by FERC or a court or agency 
with jurisdiction over the dispute upon the conclusion of such negotiations.  Any Party or market participant may 
request that any dispute submitted to FERC for resolution be subject to FERC settlement procedures. Notwithstanding 
the foregoing, any dispute arising under this Agreement may be submitted to arbitration or any other form of alternative 
dispute resolution upon the agreement of all affected Parties and all affected market participants to participate in such 
an alternative dispute resolution process.  

11.15     Invalid Provisions.  If any provision of this Agreement is held to be illegal, invalid or unenforceable 
under any present or future Law, and if the rights or obligations of any Party under this Agreement shall not be 
materially and adversely affected thereby, (a) such provision shall be fully severable, (b) this Agreement shall be 
construed and enforced as if such illegal, invalid or unenforceable provision had never comprised a part hereof, (c) the 
remaining provisions of this Agreement shall remain in full force and effect and shall not be affected by the illegal, 
invalid or unenforceable provision or by its severance herefrom, and (d) the court holding such provision to be illegal, 
invalid or unenforceable may in lieu of such provision add as a part of this Agreement a legal, valid and enforceable 
provision as similar in terms to such illegal, invalid or unenforceable provision as it deems appropriate; provided that 
nothing in this Section 11.15 shall limit a Party's right to appeal conditions to regulatory approval in accordance with 
Section 11.20(d). 

11.16    Headings and Table of Contents.  The headings of the sections of this Agreement and the Table of 
Contents are inserted for purposes of convenience only and shall not be construed to affect the meaning or construction 
of any of the provisions hereof. 

11.17     Liabilities; No Joint Venture.   

(a)     The obligations and liabilities of the ISO and each PTO arising out of or in connection with this 
Agreement shall be several, and not joint, and each Party shall be responsible for its own debts, including Taxes.  No 
Party shall have the right or power to bind any other Party to any agreement without the prior written consent of such 
other Party.  The Parties do not intend by this Agreement to create nor does this Agreement constitute a joint venture, 
association, partnership, corporation or an entity taxable as a corporation or otherwise.  No express or implied term, 
provision or condition of this Agreement shall be deemed to constitute the parties as partners or joint venturers. 

(b)      To the extent any Party has claims against any other Party, such Party may only look to the assets 
of the other Party for the enforcement of such claims and may not seek to enforce any claims against the directors, 
members, officers, employees, affiliates, or agents of such other Party who, each Party acknowledges and agrees, have 
no liability, personal or otherwise, by reason of their status as directors, members, officers, employees, affiliates, or 
agents of that Party, with the exception of fraud or willful misconduct.   

11.18 Counterparts.  This Agreement may be executed in any number of counterparts, each of which shall be 
deemed an original, but all of which together shall constitute but one and the same instrument.  The parties hereto agree 
that any document or signature delivered by facsimile transmission shall be deemed an original executed document for 
all purposes hereof. 

11.19 Conditions Precedent.  Notwithstanding anything to the contrary in this Agreement, this Agreement 
shall not be effective with respect to any Party unless all of the conditions precedent set forth in this Section 11.19 shall 
have been satisfied or waived.   

(a)      Required Regulatory Approvals.  All final required regulatory approvals shall have been obtained 
and be in full force and effect and shall not be subject to the satisfaction of any condition or conditions that, if accepted, 
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would:  (i) in the case of a PTO, in the reasonable judgment of such PTO, in the aggregate have a 
material adverse effect on the value of the PTO’s Transmission Facilities, its expected level of transmission revenues, 
or its electric utility business, revenues, or financial condition, unless such PTO waives said condition, provided 
however, that with respect to any required regulatory approval obtained from a Governmental Authority of a State, the 
condition set forth in this clause shall apply only if such PTO operates its Transmission Business within such State; and 
(ii) in the case of the ISO, in its reasonable judgment, have a material adverse effect on the ISO’s ability to perform its 
obligations under this or any other agreement to which it is subject, unless the ISO waives such condition. 

(b)     Board Consent.  The board of directors of each Party, in its sole discretion, shall have authorized 
and approved such Party’s executing, delivering and performing this Agreement. 

(c)     Additional Conditions Precedent.  Additional conditions precedent are listed on Schedule 11.19(c). 

(d)     PTOs That Own Facilities Financed by Local Furnishing Bonds or Other Tax-Exempt Debt.  As 
indicated in Section 3.13, each PTO that owns Transmission Facilities financed through Local Furnishing Bond(s) or 
other Tax-Exempt Debt shall have adequate assurance, in the opinion of each such PTO, that execution and 
performance of its obligations under this Agreement will not jeopardize the tax-exempt status of their respective Tax-
Exempt Debt or the ability of such PTOs to secure future tax-exempt financing. 

(e)      Right to Appeal Conditions to Regulatory Approval.  In the event that a Governmental Authority 
conditions its regulatory approval of this Agreement on acceptance of a contractual provision, contractual modification, 
or any other condition or ruling related to formation of the New England RTO that is not acceptable to any Party, such 
Party shall have the option of agreeing to permit this Agreement to become effective with the condition or ruling to 
which it objects and appeal the propriety of the condition or ruling to courts of competent jurisdiction; provided that, in 
the event a Final Order requires a vacation or modification of such objectionable condition or ruling, this Agreement 
shall thereupon be modified consistent with that Final Order; provided, however, that other Parties may exercise their 
rights to withdraw from or terminate this Agreement pursuant to Section 10.01(b) or Section 10.01(d), as applicable. 

11.20     Preserved Rights.   No Party, by executing this Agreement, shall waive any rights to seek rehearing of 
a Commission order or to appeal a Commission order, including Commission orders concerning the terms and 
conditions of the NEPOOL tariff and market rules in effect prior to the Operations Date to the extent such terms and 
conditions have been incorporated into the ISO Tariff.  The Parties expressly reserve the rights to pursue all pending 
requests for rehearing or appeals of such orders, and to file pleadings relating to such requests for rehearing or appeals, 
to the same extent as if the NEPOOL tariff were still in effect.  Changes to the ISO Tariff shall be made to the extent 
necessary to comply with the results of a Commission rehearing order or judicial appeal concerning the terms and 
conditions of the NEPOOL tariff and market rules in effect prior to the Operations Date to the extent such terms and 
conditions have been incorporated into the ISO Tariff.  The foregoing sentence shall not be deemed to prevent a Party 
from expressing its views to the Commission or a court regarding the foregoing compliance filing.   

IN WITNESS WHEREOF, this Agreement has been duly executed and delivered by the duly authorized officer of each 
party as of the date first above written. 

 

 
 
 

 

 
 

 

___________________________ 
Signature 

___________________________ 
Party 

  

___________________________ 
Title of Signatory 
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TRANSITION PROPERTY PURCHASE AND SALE AGREEMENT 

between 

WMECO FUNDING LLC 

Note Issuer 

and 

WESTERN MASSACHUSETTS ELECTRIC COMPANY 

Seller 

Dated as of May 17, 2001 

Exhibit 10.61 

This TRANSITION PROPERTY PURCHASE AND SALE AGREEMENT, dated as of May 17, 
2001, is between WMECO Funding LLC, a Delaware limited liability company (the 
"Note Issuer"), and Western Massachusetts Electric Company, a Massachusetts 
corporation (together with its successors in interest to the extent permitted 
hereunder, the "Seller"). 

RECITALS 

WHEREAS, the Note Issuer desires to purchase the Transition Property (as 
defined herein) created pursuant to the Statute and the Financing Order (each as 
defined herein) ; and 

WHEREAS, the Seller is willing to sell the Transition Property to the 
Note Issuer. 

NOW, THEREFORE, in consideration of the premises and the mutual 
covenants herein contained, the parties hereto agree as follows: 

ARTICLE 1 

DEFINITIONS 

Section 1.01. Definitions. Whenever used in this Agreement, the following 
words and phrases shall have the following meanings: 

"Administration Agreement" means the Administration Agreement dated as of 
May 17, 2001 between Western Massachusetts Electric Company, as Administrator, 
and the Note Issuer, as amended and supplemented from 
<PAGE> 
time to time. 

"Agencies" means, collectively, the Massachusetts Development Finance 
Agency and the Massachusetts Health and Educational Facilities Authority. 

"Agreement" means this Transition Property Purchase and Sale Agreement, as 
amended and supplemented from time to time. 

"Authorized Officer" means an officer of the Seller listed on the list of 
Authorized Officers delivered by the Seller to the Note Trustee and the 
Certificate Trustee on the date of issuance of the Certificates (as such list 
may be modified or supplemented by the Seller from time to time) . 
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"Back-Up Security Interest" has the meaning specified in Section 2.01. 

"Basic Documents" means, collectively, this Agreement, the Note Indenture, 
·he Declaration of Trust, the Certificate Indenture, the Servicing Agreement, 
~e Administration Agreement, the Note Purchase Agreement, the Underwriting 

Agreement and the Fee and Indemnity Agreement. 

"Business Day" means any day other than a Saturday, a Sunday or a day on 
which banking institutions or trust companies in New York, New York, Boston, 
Massachusetts, Hartford, Connecticut or Wilmington, Delaware are authorized 
or obligated by law, regulation or executive order to remain closed. 

"Capital Subaccount" has the meaning specified in Section 8.02(a) of the 
Note Indenture. 

"Certificate Indenture" means the Certificate Indenture dated as of May 
17, 2001, between the Certificate Issuer and the Certificate Trustee, as 
amended and supplemented from time to time. 

"Certificate Trustee" means the Person acting as trustee under the 
Certificate Indenture. 

"Certificateholders" has the meaning specified in Section 1.01(a) of the 
Certificate Indenture. 

"Certificates" means the Massachusetts RRB Special Purpose Trust WMEC0-1 
Rate Reduction Certificates issued under the Certificate Indenture. 

"Closing Date" means May 17, 2001. 

"Collection Account" has the meaning specified in Section 8.02(a) 
PAGE> 

of the Note Indenture. 

"Corporate Trust Office" has the meaning specified in Section 1.01(a) of 
the Note Indenture. 

"Customers" means all of Seller's customers or ratepayers taking the 
delivery, transmission, distribution, back-up, maintenance, emergency and any 
other delivery or energy service provided by Seller to customers within the 
territory in which it serves customers, regardless of any such customer's source 
of electric power. 

"Date of Breach" means, with respect to the repurchase obligation specified 
in Section 5.01(b), the date of a breach of a representation or warranty that 
triggers such repurchase obligation. 

"Declaration of Trust" means the Declaration of Trust dated as of May 15, 
2001, among the Agencies and the Delaware Trustee, as amended and supplemented 
from time to time. 

"Delaware Trustee" means the Person acting as trustee under the Declaration 
of Trust. 

"DTE" means the Massachusetts Department of Telecommunications and Energy 
and any successor thereto. 

"DTE Regulations" has the meaning specified in Section 1.01 of the 
Servicing Agreement. 

"Fee and Indemnity Agreement" means the Fee and Indemnity Agreement dated 
as of May 17, 2001 among the Note Issuer, the Delaware Trustee, the Certificate 
Trustee, the Trust and the Agencies, as amended and supplemented from time to 
time. 
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"Financing Order" means the order of the DTE, DTE-00-40 , issued on 
February 7, 2001. 

"Fitch" means Fitch, Inc. or its successor. 

"Grant" means mortgage, pledge, collaterally assign and grant a lien upon 
and a security interest in. A Grant of any agreement or instrument shall include 
all rights, powers and options (but none of the obligations) of the Granting 
Person thereunder, the immediate and continuing right to claim for, collect, 
receive and give receipts for payments in respect of and all other monies 
payable thereunder, to give and receive notices and other communications, to 
make waivers or other agreements, to exercise all rights and options, to bring 
proceedings in the name of the Granting Person or 
<PAGE> 
otherwise, and generally to do and receive anything that the Granting Person is 
or may be entitled to do or receive thereunder with respect thereto. 

"Indemnified Person" has the meaning specified in Section 5.01(c), Section 
5.01(d), Section 5.01(e) or in Section 5.01(h), for the purposes set forth 
therein. 

"Independent" has the meaning specified in Section 1.01(a) of the Note 
Indenture. 

"Issuance Advice Letter" means the initial Issuance Advice Letter, dated 
May 16, 2001, filed with the DTE by the Seller pursuant to the Financing Order. 

"Issuance Date" has the meaning specified in Section 2. 01 (c) (i) of the Note 
Indenture. 

"Lien" means a security interest, lien, charge, pledge or encumbrance of 
ny kind. 

"Losses" has the meaning specified in Section 5.01(e). 

"Moody's" means Moody's Investors Service, Inc. or its successor. 

"Note Indenture" means the Note Indenture dated as of May 17, 2001, between 
the Note Issuer and the Note Trustee, as amended and supplemented from time to 
time. 

"Note Issuer" has the meaning set forth in the preamble of this Agreement. 

"Note Purchase Agreement" means the Note Purchase Agreement dated as of 
May 17, 2001 between the Note Issuer and the Trust, as amended and supplemented 
from time to time. 

"Note Register" has the meaning specified in Section 2.05 of the Note 
Indenture. 

"Note Trustee" means the Person acting as trustee under the Note Indenture. 

"Noteholder" or "Holder" means the Person in whose name a Note is 
registered on the Note Register. 

"Notes" means the WMECO Funding LLC Notes issued under the Note Indenture. 

"Officer's Certificate" means a certificate signed by the chairman of the 
Joard, the chief executive officer, the president, the vice chairman of the 

board, any vice president, the treasurer, any assistant treasurer, 
<PAGE> 
the clerk, any assistant clerk, the controller or the finance manager of the 
Seller. 

"Operating Expense" has the meaning specified in Section 1.01(a) of the 
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Note Indenture. 

"Opinion of Counsel" means one or more written opinions of counsel who may 
be an employee of or counsel to the party providing such opinion of counsel, 
·hich counsel shall be reasonably acceptable to the party receiving such opinion 
f counsel. 

"Outstanding Amount" has the meaning specified in Section 1.01(a) of the 
Note Indenture. 

"Overcollateralization Subaccount" has the meaning specified in Section 
8.02(a) of the Note Indenture. 

"Person" means any individual, corporation, limited liability company, 
estate, partnership, joint venture, association, joint stock company, trust 
(including any beneficiary thereof), unincorporated organization or government 
or any agency or political subdivision thereof. 

"Rating Agencies" means, collectively, S&P, Moody's and Fitch. 

"Repurchase Date" means the date that is five Business Days after the date 
that is (i) if the terms of Section 5. 01 (b) (i) (A) and Section 5. 01 (b) (i) (B) {2) 
are applicable, two Business Days after the Date of Breach if the Seller fails 
to make the deposit required by Section 5.01(b) (i) (B) (2) or 90 days after the 
Date of Breach if the Seller makes the deposit required by Section 
5.01(b) (i) (B) {2); (ii) if the terms of Section 5.01(b) {ii) are applicable, 90 
days after the Date of Breach; and (iii) if the terms of Section 5.01(b) (i) {A) 
and Section 5.01(b) (i) (B) (1) are applicable, 90 days after the Date of Breach. 

"Repurchase Price" has the meaning specified in Section 5. 01 (b) (i). 

"Required Overcollateralization Level" has the meaning specified in Section 
.01(a) of the Note Indenture. 

"RTC Charge" means the portion (which may become all) of the Transition 
Charge designated pursuant to the Financing Order as the RTC Charge, as the same 
may be adjusted from time to time as provided in the Financing Order, and may in 
the future include a pro rata component of any exit fee collected 
<PAGE> 
pursuant to Section 1G(g) of Chapter 164 of the Massachusetts General Laws. 

"RTC Charge Collections" has the meaning specified in Section 1.01 of the 
Servicing Agreement. 

"Seller" has the meaning set forth in the preamble of this Agreement. 

"Servicer Default" means an event specified in Section 7.01 of the 
Servicing Agreement. 

"Servicing Agreement" means the Transition Property Servicing Agreement 
dated as of May 17, 2001 between Western Massachusetts Electric Company, as 
Servicer, and the Note Issuer, as amended and supplemented from time to time. 

"S&P" means Standard & Poor's Ratings Services, a division of The McGraw 
Hill Companies, Inc. or its successor. 

"Statute" means Chapter 164 of the Massachusetts Acts of 1997, entitled An 
Act Relative to Restructuring the Electric Utility Industry in the Commonwealth, 
~egulating the Provision of Electricity and Other Services, and Promoting 
~nhanced Consumer Protections Therein. 

"Transition Charge" means the "Transition Charge" as defined in the Statute 
and referred to as the Seller's "Transition Charge" in Western Massachusetts 
Electric Company's Restructuring Order, DTE Docket No. 97-120 and subsequent 
filings with the DTE pursuant thereto. 
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"Transition Property" means the transition property that exists under Order 

7 of the Financing Order. 

"Trust" or "Certificate Issuer" means Massachusetts RRB Special Purpose 
~rust WMEC0-1, a Delaware business trust. 

"UCC" means, unless the context otherwise requires, the Uniform Commercial 
Code, as in effect in the relevant jurisdiction, as amended from time to time. 

"Underwriting Agreement" means the Underwriting Agreement dated as of May 
14, 2001 among Western Massachusetts Electric Company, the Note Issuer and the 
underwriters named therein. 

Section 1.02. Other Definitional Provisions. 

(a) All terms defined in this Agreement shall have the defined meanings 
when used in any certificate or other document made or 
<PAGE> 
delivered pursuant hereto unless otherwise defined therein. 

(b) The words "hereof," "herein," "hereunder" and words of similar 
import, when used in this Agreement, shall refer to this Agreement as a whole 
and not to any particular provision of this Agreement; Section, Schedule and 
Exhibit references contained in this Agreement are references to Sections, 
Schedules and Exhibits in or to this Agreement unless otherwise specified; and 
the term "including" shall mean "including without limitation". 

(c) The definitions contained in this Agreement are applicable to the 
singular as well as the plural forms of such terms. 

ARTICLE 2 

CONVEYANCE OF TRANSITION PROPERTY 

Section 2.01. Conveyance of Transition Property. In consideration of the 
Note Issuer's delivery to or upon the order of the Seller of $153,964,509.50, 
the Seller does hereby irrevocably sell, transfer, assign, set over and 
otherwise convey to the Note Issuer, WITHOUT RECOURSE OR WARRANTY, except as 
specifically set forth herein, all right, title and interest of the Seller in 
and to the Transition Property (such sale, transfer, assignment, setting over 
and conveyance of the Transition Property includes, to the fullest extent 
permitted by the Statute, the assignment of all revenues, collections, claims, 
payments, money or proceeds of or arising from the RTC Charge pursuant to the 
Financing Order) and copies of all books and records related thereto. Such sale, 
transfer, assignment, setting over and conveyance is hereby expressly stated to 
be a sale and, pursuant to Section 1H(f) (1) of Chapter 164 of the Massachusetts 
General Laws, shall be treated as an absolute transfer of all of the Seller's 
right, title and interest in (as in a true sale), and not as a pledge or other 
financing of, the Transition Property. If such sale, transfer, assignment, 
setting over and conveyance is held by any court of competent jurisdiction not 
to be a true sale as provided in Section 1H(f) (1) of Chapter 164 of the 
Massachusetts General Laws, then such sale, transfer, assignment, setting over 
and conveyance shall be treated as the creation of a security interest in the 
Transition Property and, without prejudice to its position that it has 
absolutely transferred all of its rights in the Transition Property to the Note 
Issuer, the Seller hereby Grants to the Note Issuer a security interest 
<PAGE> 
in the Transition Property (including, to the fullest extent permitted by the 
Statute, the assignment of all revenues, collections, claims, payments, money or 
_>roceeds of or arising from the RTC Charge pursuant to the Financing Order) to 
secure a payment obligation incurred by the Seller in respect of the amount paid 
by the Note Issuer to the Seller pursuant to this Agreement (the "Back-Up 
Security Interest"). Such sale, transfer, assignment, setting over and 
conveyance of the Transition Property includes the right to use the Seller's 
computer software system to access and create copies of all books and records 
related to the Transition Property. 

- ------- ---------------------------------------' 
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ARTICLE 3 

REPRESENTATIONS AND WARRANTIES OF SELLER 

Subject to Section 3.09 hereof, the Seller makes the following 
representations and warranties, as of the Closing Date, on which the Note Issuer 
has relied in acquiring the Transition Property. 

Section 3.01. Organization and Good Standing. The Seller is duly organized 
and validly existing as a corporation in good standing under the laws of The 
Commonwealth of Massachusetts, with the requisite corporate power and authority 
to own its properties as such properties are currently owned and to conduct its 
business as such business is now conducted by it, and has the requisite 
corporate power and authority to own the Transition Property. 

Section 3.02. Due Qualification. The Seller is duly qualified to do 
business as a foreign corporation in good standing, and has obtained all 
necessary licenses and approvals, in all jurisdictions in which the ownership or 
lease of property or the conduct of its business shall require such 
qualifications, licenses or approvals (except where the failure to so qualify or 
obtain such licenses and approvals would not be reasonably likely to have a 
material adverse effect on the Seller's business, operations, assets, revenues 
or properties) . 

Section 3.03. Power and Authority. The Seller has the requisite corporate 
power and authority to execute and deliver this Agreement and to carry out its 
terms; and the execution, delivery and performance of this Agreement have been 
duly authorized by all necessary corporate action on the part of the Seller. 

Section 3.04. Binding Obligation. This Agreement constitutes a 
PAGE> 

legal, valid and binding obligation of the Seller enforceable against it in 
accordance with its terms, subject to applicable insolvency, reorganization, 
moratorium, fraudulent transfer and other laws relating to or affecting 
creditors' or secured parties' rights generally from time to time in effect and 
to general principles of equity (including concepts of materiality, 
reasonableness, good faith and fair dealing), regardless of whether considered 
in a proceeding in equity or at law. 

Section 3.05. No Violation. The consummation of the transactions 
contemplated by this Agreement and the fulfillment of the terms hereof do not: 
(i) conflict with or result in any breach of any of the terms and provisions of, 
nor constitute (with or without notice or lapse of time) a default under, the 
articles of organization or by-laws of the Seller, or any material indenture, 
agreement or other instrument to which the Seller is a party or by which it is 
bound; (ii) result in the creation or imposition of any Lien upon any of the 
Seller's properties pursuant to the terms of any such indenture, agreement or 
other instrument (other than any Lien that may be granted under the Basic 
Documents or any Lien created pursuant to Section 1H(e) of Chapter 164 of the 
Massachusetts General Laws); or (iii) violate any existing law or any existing 
order, rule or regulation applicable to the Seller of any court or of any 
federal or state regulatory body, administrative agency or other governmental 
instrumentality having jurisdiction over the Seller or its properties. 

Section 3.06. No Proceedings. There are no proceedings pending and, to the 
Seller's knowledge, there are no proceedings threatened and, to the Seller's 
''nowledge, there are no investigations pending or threatened, before any court, 
:ederal or state regulatory body, administrative agency or other governmental 
instrumentality having jurisdiction over the Seller or its properties involving 
or relating to the Seller or the Note Issuer or, to the Seller's knowledge, any 
other Person: (i} asserting the invalidity of this Agreement, any of the other 
Basic Documents, the Notes, the Certificates, the Statute or the Financing 
Order, (ii) seeking to prevent the issuance of the Notes or the Certificates or 
the consummation of any of the transactions contemplated by this Agreement or 
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any of the other Basic Documents, (iii) seeking any determination or ruling that 
might materially and adversely affect the performance by the Seller of its 
obligations under, or the validity or enforceability of, this Agreement, any of 
the other Basic Documents, the Notes or the Certificates or (iv) seeking to 
'dversely affect the federal or state income tax classification of the Notes or 
he 

<PAGE> 
Certificates as debt. 

Section 3.07. Approvals. No approval, authorization, consent, order or 
other action of, or filing with, any court, federal or state regulatory body, 
administrative agency or other governmental instrumentality is required in 
connection with the execution and delivery by the Seller of this Agreement, the 
performance by the Seller of the transactions contemplated hereby or the 
fulfillment by the Seller of the terms hereof, except thos.e that have been 
obtained or made and those that the Seller, in its capacity as Servicer under 
the Servicing Agreement, is required to make in the future pursuant to the 
Servicing Agreement and post closing filings required under federal securities 
law in connection therewith. 

Section 3.08. The Transition Property. 

(a) Title. It is the intention of the parties hereto that the transfer 
and assignment herein contemplated constitute a sale of the Transition Property 
from the Seller to the Note Issuer and that no interest in, or title to, the 
Transition Property shall be part of the Seller's estate in the event of the 
filing of a bankruptcy petition by or against the Seller under any bankruptcy 
law. No portion of the Transition Property has been sold, transferred, assigned 
or pledged by the Seller to any Person other than the Note Issuer. On the 
Closing Date, immediately upon the sale hereunder, the Seller has transferred, 
sold and conveyed the Transition Property to the Note Issuer, free and clear of 
~ll Liens (except for any Liens created pursuant to Section 1H(e) of Chapter 164 

f the Massachusetts General Laws and any Liens that may be granted under the 
Basic Documents), and pursuant to Section 1H(f) (1) of Chapter 164 of the 
Massachusetts General Laws such transfer shall be treated as an absolute 
transfer of all of the Seller's right, title and interest (as in a true sale), 
and not as a pledge or other financing of, the Transition Property. 

(b) Transfer Filings. On the Closing Date, immediately upon the sale 
hereunder, the Transition Property has been validly transferred and sold to the 
Note Issuer, the Note Issuer shall own all such Transition Property free and 
clear of all Liens (excluding any Lien created pursuant to Section 1H(e) of 
Chapter 164 of the Massachusetts General Laws and any Lien that may 
<PAGE> 

be Granted under the Basic Documents) and all filings to be made by the Seller 
(including filings with the DTE under the Statute) necessary in any jurisdiction 
to Grant the Note Issuer a valid first priority perfected ownership interest 
(subject to any Lien created pursuant to Section 1H(e) of Chapter 164 of the 
Massachusetts General Laws and any Lien that may be Granted under the Basic 
Documents) in, and to Grant the Note Trustee a valid first priority perfected 
security interest (subject to any Lien created pursuant to Section 1H(e) of 
Chapter 164 of the Massachusetts General Laws and any Lien that may be granted 
under the Basic Documents) in, the Transition Property have been made. No 
further action is required to maintain the Note Issuer's first priority 
perfected ownership interest or the Note Trustee's first priority perfected 
security interest (in each case, subject to any Lien created pursuant to Section 
1H(e) of Chapter 164 of the Massachusetts General Laws and any Lien that may be 
>ranted under the Basic Documents) . Filings have also been made to the extent 
:equired in any jurisdiction to perfect the Back-Up Security Interest granted by 
the Seller to the Note Issuer (subject to any Lien created pursuant to Section 
1H(e) of Chapter 164 of the Massachusetts General Laws and any Lien that may be 
Granted under the Basic Documents) . 

(c) Financing Order and Issuance Advice Letter; Other Approvals. On the 
Closing Date, under the laws of The Commonwealth of Massachusetts and the United 
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States in effect on the Closing Date, (i) the Financing Order pursuant to which 
the Transition Property has been created is in full force and effect; (ii) the 
Certificateholders are entitled to the protections of the Statute and, 
accordingly, the Financing Order is not revocable by the DTE; (iii) The 
~ommonwealth of Massachusetts may not alter the provisions of the Statute that 
ake the RTC Charge irrevocable and binding, limit or alter the Transition 

Charge, the Transition Property, or the Financing Order and all rights 
thereunder, in a manner that would substantially impair the rights of the 
Certificateholders, absent a demonstration by The Commonwealth of Massachusetts 
that an impairment is narrowly-tailored and is necessary to advance an important 
public interest, such as responding to a "great public calamity" until the 
Certificates, together with interest thereon, are fully met and discharged; (iv) 
except for periodic adjustments to the RTC Charge required under the Statute, 
the DTE does not have authority, either by rescinding, altering or amending the 
Financing Order or otherwise, to revalue or revised for ratemaking purposes the 
Transition Costs, determine that 
<PAGE> 
the reimbursable transition costs amounts or Transition Charges are unjust or 
unreasonable or in any way to reduce or impair the value of Transition Property 
either directly or indirectly by taking the reimbursable transition costs 
amounts into account when setting other rates for the Seller; nor are the amount 
of revenues arising with respect thereto subject to reduction, impairment, 
postponement or termination; (v) the process by which the Financing Order was 
adopted and approved, and the Financing Order and Issuance Advice Letter 
themselves, comply with all applicable laws, rules and regulations; (vi) the 
Issuance Advice Letter has been filed in accordance with the Financing Order; 
(vii) no other approval, authorization, consent, order or other action of, or 
filing with, any court, Federal or state regulatory body, administrative agency 
or other governmental instrumentality is required in connection with the 
creation or sale of the Transition Property, except those that have been 
obtained or made and post closing filings required in connection therewith and 
those that the Seller, in its capacity as Servicer under the Servicing 
.greement, is required to make in the future pursuant to the Servicing 

Agreement; and (viii) The Commonwealth of Massachusetts, in the exercise of its 
executive or legislative powers, may not repeal or amend the Statute or the 
Financing Order, or take any action in contravention of the pledge by The 
Commonwealth of Massachusetts in Section lH(b) (3) of Chapter 164 of the 
Massachusetts General Laws, without paying just compensation to the 
Certificateholders, as determined by a court of competent jurisdiction, if this 
action would constitute a permanent appropriation of a substantial property 
interest of Certificateholders in the Transition Property and deprive the 
Certifcateholders of their reasonable expectations arising from their 
investments in the Certificates. 

(d) Assumptions. On the Closing Date, based upon the information 
available to the Seller on the Closing Date, the assumptions used in calculating 
the initial RTC Charge are reasonable and are made in good faith. 
Notwithstanding the foregoing, the Seller makes no representation or warranty 
that the assumptions used in calculating such RTC Charge will in fact be 
realized. 

(e) Creation of Transition Property. Upon the effectiveness of the 
Financing Order and the Issuance Advice Letter: (i) all of the Transition 
Property constitutes an existing property right; (ii) the Transition Property 
<PAGE> 
includes the right, title and interest in and to all revenues, collections, 
claims, payments, money, or proceeds of or arising from the RTC Charge, as 
adjusted from time to time pursuant to the Financing Order, and all rights to 
;btain adjustments to the RTC Charge pursuant to the Financing Order; and (iii) 
3ubject to the cap on the Seller's Transition Charge set forth in the Financing 
Order, the owner of the Transition Property is legally entitled to collect 
payments in respect of the RTC Charge in the aggregate sufficient to pay the 
interest on and principal of the Notes, to pay the fees and expenses of 
servicing the Notes and the Certificates, to replenish the Capital Subaccount to 
the Required Capital Level and to fund the Overcollateralization Subaccount to 
the Required Overcollateralization Level and to enforce all other material 
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rights conferred in the Financing Order and the Statute until the Notes and the 
Certificates are paid in full. Notwithstanding the foregoing, the Seller makes 
no representation or warranty that any amounts actually collected in respect of 
the RTC Charge will in fact be sufficient to meet payment obligations with 
·espect to the Notes and the Certificates. 

(f) Prospectus. As of the date hereof, the information describing the 
Seller in "The Seller and Servicer" section of the prospectus dated May 14, 2001 
offering the Notes and the Certificates is correct in all material respects. 

Section 3.09. Limitations on Representations and Warranties. 
Notwithstanding any other provisions of this Agreement, the Seller will not be 
in breach of any representation or warranty as a result of a change in law by 
means of a legislative enactment, constitutional amendment or voter initiative. 
Notwithstanding anything to the contrary in this Agreement, the Seller makes no 
representation or warranty that any amounts actually collected in respect of the 
RTC Charge will in fact be sufficient to meet payment obligations with respect 
to the Notes and the Certificates or that the assumptions used in calculating 
the RTC Charge will in fact be realized nor shall the Seller be obligated to 
reduce, or accept a reduction of, any rates or charges to which it would 
otherwise be entitled in respect of services rendered or to be rendered to 
Customers in order to permit the payment of the RTC Charge. 

ARTICLE 4 
<PAGE> 

COVENANTS OF THE SELLER 

Section 4.01. Corporate Existence. So long as any of the Notes are 
outstanding, the Seller (a) will keep in full force and effect its existence, 
~ights and franchises as a corporation under the laws of the jurisdiction of its 
1rganization and (b) will obtain and preserve its qualification to do business, 

in each case to the extent that in each such jurisdiction such existence or 
qualification is or shall be necessary to protect the validity and 
enforceability of this Agreement, the other Basic Documents to which the Seller 
is a party and each other instrument or agreement necessary or appropriate to 
the proper administration of this Agreement and the transactions contemplated 
hereby. 

Section 4.02. No Liens. Except for the conveyances hereunder, any Lien 
under Section 1H(e) of Chapter 164 of the Massachusetts General Laws or the 
Back-Up Security Interest, the Seller will not sell, pledge, assign or transfer, 
or grant, create, or incur any Lien on, any of the Transition Property, or any 
interest therein, and the Seller shall defend the right, title and interest of 
the Note Issuer and the Note Trustee in, to and under the Transition Property 
against all claims of third parties claiming through or under the Seller. 
Western Massachusetts Electric Company, in its capacity as Seller, will not at 
any time assert any Lien against, or with respect to, any of the Transition 
Property. 

Section 4.03. Delivery of Collections. If the Seller receives any payments 
in respect of the RTC Charge or the proceeds thereof when it is not acting as 
the Servicer, the Seller agrees to pay to the Servicer all payments received by 
it in respect thereof as soon as practicable after receipt thereof by it. 

Section 4.04. Notice of Liens. The Seller shall notify the Note Issuer and 
the Note Trustee promptly after becoming aware of any Lien on any of the 
~ransition Property, other than the conveyances hereunder, any Lien Granted by 
;he Issuer under the Basic Documents or any Lien under Section 1H(e) of Chapter 
164 of the Massachusetts General Laws or the Back-Up Security Interest. 

Section 4.05. Compliance with Law. The Seller hereby agrees to comply with 
its organizational and governing documents and all laws, treaties, rules, 
regulations and determinations of any governmental 
<PAGE> 
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instrumentality applicable to it, except to the extent that failure to so comply 
would not adversely affect the Note Issuer's or the Note Trustee's interests in 
the Transition Property or under any of the other Basic Documents to which the 
Seller is party or the Seller's performance of its obligations hereunder or 
'nder any of the other Basic Documents to which it is party. 

Section 4.06. Covenants Related to Notes and Transition Property. 

(a) So long as any of the Notes are outstanding, the Seller shall treat 
the Notes as debt of the Note Issuer and not of the Seller, except for financial 
accounting or tax reporting purposes. 

(b) So long as any of the Notes are outstanding, the Seller shall 
indicate in its financial statements that it is not the owner of the Transition 
Property and that the assets of the Note Issuer are not available to pay 
creditors of the Seller or any of its Affiliates (other than the Note Issuer) . 

(c) So long as any of the Notes are outstanding, the Seller shall 
disclose the effects of all transactions between the Seller and the Note Issuer 
in accordance with generally accepted accounting principles. 

(d) So long as any of the Notes or Certificates are outstanding, the 
Seller shall not own or purchase any Notes or Certificates. 

(e) The Seller agrees that, upon the sale by the Seller of the 
Transition Property to the Note Issuer pursuant to this Agreement, (i) to the 
fullest extent permitted by law, including the Statute and applicable DTE 
Regulations, the Note Issuer shall have all of the rights originally held by the 
Seller with respect to the Transition Property, including the right (subject to 
the terms of the Servicing Agreement) to exercise any and all rights and 
remedies to collect any amounts payable by any Customer or third party supplier 
in respect of the Transition Property, notwithstanding any objection or 
.irection to the contrary by the Seller and (ii) any payment by any Customer or 

third party supplier to the Note Issuer shall discharge such Customer's or third 
party supplier's obligations in respect of the Transition Property to the extent 
of such payment, notwithstanding any objection or direction to the contrary by 
the Seller. 

<PAGE> 
(f) So long as any of the Notes are outstanding, (i) (A) the Seller 

shall affirmatively certify and confirm that it has sold the Transition Property 
to the Note Issuer (other than for financial accounting or tax reporting 
purposes), and (B) the Seller shall not make any statement or reference in 
respect of the Transition Property that is inconsistent with the ownership 
thereof by the Note Issuer (other than for financial accounting or tax reporting 
purposes), and (ii) the Seller shall not take any action in respect of the 
Transition Property except solely in its capacity as the Servicer thereof 
pursuant to the Servicing Agreement or as otherwise contemplated by the Basic 
Documents. 

Section 4.07. Protection of Title. The Seller shall execute and file such 
filings, including filings with the DTE pursuant to the Statute and UCC filings, 
and cause to be executed and filed such filings, all in such manner and in such 
places as may be required by law fully to preserve, maintain and protect the 
ownership or security interest of the Note Issuer in and the Note Trustee in the 
Transition Property and the Back-Up Security Interest, including all filings 
required under the Statute and the applicable UCC relating to the transfer of 
the ownership or security interest in the Transition Property by the Seller to 
~he Note Issuer, the granting of a security interest in the Transition Property 
)y the Note Issuer to the Note Trustee and the Back-Up Security Interest and the 
continued perfection of such ownership or security interest. The Seller shall 
deliver (or cause to be delivered) to the Note Trustee (with a copy of the Note 
Issuer) file-stamped copies of, or filing receipts for, any document filed as 
provided above, as soon as available following such filing. The Seller shall 
institute any action or proceeding necessary to compel performance by the DTE or 
The Commonwealth of Massachusetts of any of their obligations or duties under 
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the Statute or the Financing Order, and the Seller agrees to take such legal or 
administrative actions, including defending against or instituting and pursuing 
legal actions and appearing or testifying at hearings or similar proceedings, as 
may be reasonably necessary (i) to protect the Note Issuer, the Noteholders, the 
~ertificateholders, the Note Trustee, the Delaware Trustee, the Certificate 
rustee, the Certificate Issuer, the Commonwealth of Massachusetts, the 

Executive Office for Administration and Finance of The Commonwealth of 
Massachusetts and the Agencies and any of their respective affiliates, 
officials, officers, directors, employees, consultants, counsel and agents from 
claims, state actions or other actions or proceedings of 
<PAGE> 
third parties which, if successfully pursued, would result in a breach of any 
representation set forth in Article III or (ii) to block or overturn any 
attempts to cause a repeal of, modification of or supplement to the Statute, the 
Financing Order, any Advice Letter (as defined in the Note Indenture), the 
Restructuring Order (as defined in the Financing Order) (to the extent it 
adversely affects the rights of Noteholders or the validity or value of the 
Transition Property) or the rights of Noteholders by executive action, 
legislative enactment or constitutional amendment that would be adverse to the 
Note Issuer, the Note Trustee or the Noteholders. If the Servicer performs its 
obligations under Section 5.02(d) of the Servicing Agreement in all respects, 
such performance shall be deemed to constitute performance of the Seller's 
obligations pursuant to clause (ii) of the immediately preceding sentence. In 
such event, the Seller agrees to assist the Servicer as reasonably necessary to 
perform its obligations under Section 5.02(d) of the Servicing Agreement in all 
respects. The costs of any such actions or proceedings shall be payable from RTC 
Charge Collections as an Operating Expense in accordance with the priorities set 
forth in Section 8.02(d) of the Note Indenture. The Seller's obligations 
pursuant to this Section 4.07 shall survive and continue notwithstanding the 
fact that the payment of Operating Expenses pursuant to Section 8.02(d) of the 
Note Indenture may be delayed (it being understood that the Seller may be 
~equired to advance its own funds to satisfy its obligations hereunder). 

Section 4.08. Nonpetition Covenants. Notwithstanding any prior termination 
of this Agreement or the Note Indenture, but subject to the DTE's right to order 
the sequestration and payment of revenues arising with respect to the Transition 
Property notwithstanding any bankruptcy, reorganization or other insolvency 
proceedings with respect to the Seller pursuant to Section 1H(d) (5) of Chapter 
164 of the Massachusetts General Laws, the Seller shall not, prior to the date 
which is one year and one day after the termination of the Note Indenture, 
petition or otherwise invoke or cause the Note Issuer to invoke the process of 
any court or government authority for the purpose of commencing or sustaining a 
case against the Note Issuer under any Federal or state bankruptcy, insolvency 
or similar law, appointing a receiver, liquidator, assignee, trustee, custodian, 
sequestrator or other similar official of the Note Issuer or any substantial 
part of the property of the 

<PAGE> 
Note Issuer, or ordering the winding up or liquidation of the affairs of the 
Note Issuer. 

Section 4.09. Taxes. So long as any of the Notes are outstanding, the 
Seller shall, and shall cause each of its subsidiaries to, pay all material 
taxes, assessments and governmental charges imposed upon it or any of its 
properties or assets or with respect to any of its franchises, business, income 
or property before any penalty accrues thereon if the failure to pay any such 
taxes, assessments and governmental charges would, after any applicable grace 
periods, notices or other similar requirements, result in a lien on the 
~ransition Property; provided that no such tax need be paid if the Seller or one 
)f its subsidiaries is contesting the same in good faith by appropriate 
proceedings promptly instituted and diligently conducted and if the Seller or 
such subsidiary has established appropriate reserves as shall be required in 
conformity with generally accepted accounting principles. 

Section 4.10. Additional Sales of Transition Property. So long as any of 
the Notes are outstanding, the Seller shall not sell any transition property (as 
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defined in the Statute) to secure another issuance of electric rate reduction 
bonds (as defined in the Statute) if it would cause the then existing ratings on 
any Class of Certificates from the Rating Agencies to be withdrawn or downgraded 
and in that regard, the Seller shall not consummate any such sale unless the 
~ating Agency Condition (as defined in the Note Indenture) shall have been 
atisfied and Moody's shall have provided written confirmation that such sale 

will not result in the withdrawal or downgrade of Moody's then existing ratings 
on any Class of Certificates. 

Section 4.11. Issuance Advice Letter. The Seller hereby agrees not to 
withdraw the filing of the Issuance Advice Letter with the DTE. 

Section 4.12. Maintenance of Working Papers. So long as any of the Notes 
are outstanding, the Seller shall keep and maintain any and all working papers, 
reports and other documents used by the firm of Independent certified public 
accountants in the preparation of its letters delivered on the Issuance Date 
pursuant to Section 2.10(g) of the Note Indenture and [Section 6(k)] of the 
Underwriting Agreement. 

ARTICLE 5 
<PAGE> 

THE SELLER 

Section 5.01. Liability of Seller; Indemnities. 

(a) The Seller shall be liable in accordance herewith only to the 
extent of the obligations specifically undertaken by the Seller under this 
Agreement. 

(b) In the event of a breach by the Seller of any representation and 
•qarranty specified in Sections 3.08(c) or 3.08(e) that has a material adverse 
ffect on the Certificateholders, the Seller shall repurchase the Transition 

Property from the Note Issuer at a purchase price equal to the then outstanding 
principal amount of the Notes and all accrued and unpaid interest thereon, 
excluding any premium or penalty of any kind (the "Repurchase Price"), as of the 
Repurchase Date; provided, however, that the Seller shall not be obligated to 
repurchase the Transition Property if (A) within 90 days after the Date of 
Breach such breach is cured or the Seller takes remedial action such that there 
is not and will not be a material adverse effect on the Certificateholders as a 
result of such breach and (B) either (1) if the Seller had, immediately prior to 
the Date of Breach, a long term debt rating of at least "A3" by Moody's and 
"BBB" or the equivalent by S&P or Fitch, and the Seller enters into a binding 
agreement with the Note Issuer to pay any amounts necessary so that all interest 
payments due on the Notes during such 90-day period will be paid in full, or (2) 
if the Seller does not have such long term debt ratings, the Seller deposits, 
within two Business Days after the Date of Breach, an amount in escrow with the 
Note Trustee sufficient, taking into account amounts on deposit in the 
Collection Account which will be available for such purpose, to pay all interest 
payments which will become due on the Notes during such 90-day period. 

(i) In the event of a breach by the Seller of any representation and 
warranty specified in Sections 3.01, 3.03, 3.04, 3.05, 3.06, 3.08(a) or 3.08(b) 
that has a material adverse effect on the Certificateholders, if within 90 days 
after the Date of Breach such breach has not been cured or the Seller has not 
taken remedial action such that there is not and will not be a material adverse 
effect on the Certificateholders as a result of such breach, then the Seller 
shall repurchase the Transition Property from the Note Issuer for the Repurchase 
:PAGE> 
>rice on the Repurchase Date. 

(ii) Notwithstanding any other provision of this Agreement, upon the 
payment by the Seller of the Repurchase Price pursuant to this Section 5.01(b), 
neither the Note Issuer nor any other Person shall have any other claims, rights 
or remedies against the Seller under, arising from or with respect to this 
Agreement, except as set forth in Section 5.01(b), 5.01(c), 5.01(d) and 5.01(h). 
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(c) Subject to Section S.Ol(i), the Seller shall indemnify the Note 
Issuer, the Note Trustee, the Certificate Trustee, the Delaware Trustee, the 
Commonwealth of Massachusetts, the Executive Office for Administration and 
~inance of The Commonwealth of Massachusetts, the Agencies, the Certificate 
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ssuer, the Noteholders and the Certificateholders (each an "Indemnified Person" 
for purposes of this Section S.Ol(c) and Section S.Ol(i)) for, and defend and 
hold harmless each such Indemnified Person from and against, any and all taxes 
(other than taxes imposed on Noteholders or Certificateholders solely as a 
result of their ownership of Notes or Certificates, respectively) that may at 
any time be imposed on or asserted against any such Person under existing law as 
of the Closing Date as a result of the sale of the Transition Property to the 
Note Issuer, including any sales, gross receipts, general corporation, tangible 
personal property, privilege or license taxes; provided, however, that the 
Noteholders and the Certificateholders shall be entitled to enforce their rights 
against the Seller under this Section S.Ol(c) solely through a cause of action 
brought for their benefit by the Note Trustee or the Certificate Trustee, as the 
case may be. 

(d) Subject to Section S.Ol(i), the Seller shall indemnify the Note 
Issuer, the Note Trustee, the Certificate Trustee, the Delaware Trustee, The 
Commonwealth of Massachusetts, the Executive Office for Administration and 
Finance of The Commonwealth of Massachusetts, the Agencies, the Certificate 
Issuer, the Noteholders and the Certificateholders (each an "Indemnified Person" 
for purposes of this Section S.Ol(d) and Section S.Ol(i)) for, and defend and 
hold harmless each such Indemnified Person from and against, any and all taxes 
that may be imposed on or asserted against any such Indemnified Person under 
existing law as of the Closing Date as a result of the issuance and sale by the 
Note Issuer of the Notes, the issuance and sale by the Trust of the Certificates 
or the other transactions contemplated herein, including any sales, gross 
receipts, general corporation, 

<PAGE> 

tangible personal property, privilege or license taxes; provided, however, that 
the Noteholders and the Certificateholders shall be entitled to enforce their 
rights against the Seller under this Section S.Ol(d) solely through a cause of 
action brought for their benefit by the Note Trustee or the Certificate Trustee, 
as the case may be. The Seller shall be reimbursed for any payments under this 
Section S.Ol(d) from RTC Charge Collections as an Operating Expense in 
accordance with the priorities set forth in Section 8.02(d) of the Note 
Indenture. 

(e) Subject to Section S.Ol(i), the Seller shall indemnify the Note 
Issuer, the Noteholders and the Certificateholders (each an "Indemnified Person" 
for purposes of this Section S.Ol(e) and Section S.Ol(i)) for, and defend and 
hold harmless each such Person from and against, any and all liabilities, 
obligations, losses, actions, suits, claims, damages, payments, costs or 
expenses of any kind whatsoever (collectively, "Losses") that may be imposed on, 
incurred by or asserted against each such Indemnified Person as a result of (i) 
the Seller's willful misconduct or negligence in the performance of its duties 
or observance of its covenants under this Agreement, or (ii) the Seller's breach 
in any material respect of any of its representations and warranties contained 
in this Agreement (other than the representations and warranties specified in 
Sections 3.01, 3.03, 3.04, 3.05, 3.06, 3.08(a), 3.08(b), 3.08(c) or 3.08(e), the 
breach of which are subject to the repurchase obligation set forth in Section 
S.Ol(b)), except in the case of both clauses (i) and (ii) to the extent of 
~,asses either resulting from the willful misconduct or gross negligence of such 
~ndemnified Person or resulting from a breach of a representation and warranty 

made by such Indemnified Person in any of the Basic Documents that gives rise to 
the Seller's breach; provided, however, that the Noteholders and the 
Certificateholders shall be entitled to enforce their rights against the Seller 
under this indemnification solely through a cause of action brought for their 
benefit by the Note Trustee or the Certificate Trustee, as the case may be; 
provided, further, that the Seller may, at its election and in full satisfaction 
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of its obligations under this Section 5.01(e), repurchase the Transition 
Property at the Repurchase Price, in which case neither the Note Issuer nor any 
other Person shall have any other claims, rights or remedies 

PAGE> 

against the Seller under, arising from or with respect to this Agreement, except 
as set forth in Sections 5.01(b), 5.01(c), 5.01(d) and 5.01(h). 

(f) Indemnification under Sections 5.01(c), 5.01(d), 5.01(e) and 
5.01(h) shall include reasonable fees and out-of-pocket expenses of 
investigation and litigation (including reasonable attorneys' fees and 
expenses), except as otherwise provided in this Agreement. 

(g) Without prejudice to any of the other rights of the parties, the 
Seller will not be in breach of any representation or warranty as a result of a 
change in law by means of a legislative enactment, constitutional amendment or 
voter initiative. Notwithstanding anything to the contrary in this Agreement, 
the Seller makes no representation or warranty that any amounts actually 
collected in respect of the RTC Charge will in fact be sufficient to meet 
payment obligations with respect to the Notes and the Certificates or that the 
assumptions used in calculating the RTC Charge will in fact be realized nor 
shall the Seller be obligated to reduce, or accept a reduction of, any rates or 
charges to which it would otherwise be entitled in respect of services rendered 
or to be rendered to customers in order to permit the payment of the RTC Charge 
(other than deferrals for future recovery) . 

(h) Subject to Section 5.01(i), the Seller shall indemnify and hold 
harmless the Note Trustee, the Delaware Trustee, the Certificate Trustee, the 
Certificate Issuer, The Commonwealth of Massachusetts, the Executive Office for 
~dministration and Finance of The Commonwealth of Massachusetts, the Agencies 
tnd any of their respective affiliates, officials, officers, directors, 

employees, consultants, counsel and agents (each an "Indemnified Person" for 
purposes of this Section 5.01(h) and Section 5.01(i)) against any and all Losses 
incurred by any of such Indemnified Persons as a result of (i) the Seller's 
willful misconduct or negligence in the performance of its duties or observance 
of its covenants under this Agreement or (ii) the Seller's breach in any 
material respect of any of its representations and warranties contained in this 
Agreement, except in the case of both clauses (i) and (ii) to the extent of 
Losses either resulting from the willful misconduct or gross negligence of such 
Indemnified Person or resulting from a breach of a representation or warranty 
made by such Indemnified Person in any of the Basic Documents that gives rise to 
the Seller's breach. The indemnities contained in this Section 5.01(h) shall 
survive the resignation or termination of the Note Trustee, the Certificate 
Trustee or the Delaware Trustee or the termination of this Agreement. 
<PAGE> 

(i) The Seller shall not be required to indemnify any Indemnified 
Person under Sections 5.01(c), 5.01{d), 5.01(e) or 5.01(h) for any amount paid 
or payable by such Indemnified Person in the settlement of any action, 
proceeding or investigation without the written consent of the Seller, which 
consent shall not be unreasonably withheld. Promptly after receipt by an 
Indemnified Person of notice of its involvement in any action, proceeding or 
investigation, such Indemnified Person shall, if a claim for indemnification in 
respect thereof is to be made against the Seller under this Section 5.01, notify 
the Seller in writing of such involvement. Failure by an Indemnified Person to 
so notify the Seller shall relieve the Seller from the obligation to indemnify 
~nd hold harmless such Indemnified Person under this Section 5.01 only to the 
;xtent that the Seller suffers actual prejudice as a result of such failure. 
With respect to any action, proceeding or investigation brought by a third party 
for which indemnification may be sought under this Section 5.01, the Seller 
shall be entitled to assume the defense of any such action, proceeding or 
investigation. Upon assumption by the Seller of the defense of any such action, 
proceeding or investigation, the Indemnified Person shall have the right to 
participate in such action or proceeding and to retain its own counsel. The 
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Seller shall be entitled to appoint counsel of the Seller's choice at the 
Seller's expense to represent the Indemnified Person in any action, proceeding 
or investigation for which a claim of indemnification is made against the Seller 
under this Section 5.01 (in which case the Seller shall not thereafter be 
·esponsible for the fees and expenses of any separate counsel retained by the 
ndemnified Person except as set forth below); provided, however, that such 

counsel shall be reasonably satisfactory to the Indemnified Person. 
Notwithstanding the Seller's election to appoint counsel to represent the 
Indemnified Person in an action, proceeding or investigation, the Indemnified 
Person shall have the right to employ separate counsel (including local 
counsel), and the Seller shall bear the reasonable fees, costs and expenses of 
such separate counsel if (i) the use of counsel chosen by the Seller to 
represent the Indemnified Person would present such counsel with a conflict of 
interest, (ii) the actual or potential defendants in, or targets of, any such 
action include both the Indemnified Person and the Seller and the Indemnified 
Person shall have reasonably concluded that there may be legal defenses 
available to it 

<PAGE> 

that are different from or additional to those available to the Seller, (iii) 
the Seller shall not have employed counsel reasonably satisfactory to the 
Indemnified Person to represent the Indemnified Person within a reasonable time 
after notice of the institution of such action or (iv) the Seller shall 
authorize the Indemnified Person to employ separate counsel at the expense of 
the Seller. Notwithstanding the foregoing, the Seller shall not be obligated to 
pay for the fees, costs and expenses of more than one separate counsel for the 
Indemnified Persons (in addition to local counsel) . The Seller will not, without 
the prior written consent of the Indemnified Person, settle or compromise or 
consent to the entry of any judgment with respect to any pending or threatened 
claim, action, suit or proceeding in respect of which indemnification may be 
sought under this Section 5.01 (whether or not the Indemnified Person is an 
.ctual or potential party to such claim or action) unless such settlement, 

compromise or consent includes an unconditional release of the Indemnified 
Person from all liability arising out of such claim, action, suit or proceeding. 

(j) The remedies of the Note Issuer, the Noteholders and the 
Certificateholders provided in this Agreement are each such Person's sole and 
exclusive remedies against the Seller for breach of its representations and 
warranties in this Agreement. 

Section 5.02. Merger or Consolidation of, or Assumption of the Obligations 
of, Seller. Any Person (a) into which the Seller may be merged or consolidated, 
(b) that may result from any merger or consolidation to which the Seller shall 
be a party or (c) that may succeed to the properties and assets of the Seller 
substantially as a whole, which Person in any case described in the foregoing 
clause (c) executes an agreement of assumption to perform every obligation of 
the Seller hereunder, shall be the successor to the Seller under this Agreement 
without further act on the part of any of the parties to this Agreement; 
provided, however, that (i) if the Seller is the Servicer, no Servicer Default, 
and no event which, after notice or lapse of time, or both, would become a 
Servicer Default shall have occurred and be continuing, (ii) the Seller shall 
have delivered to the Note Issuer and the Note Trustee an Officer's Certificate 
stating that such consolidation, merger or succession and such agreement of 
assumption comply with this Section and 

<PAGE> 

~hat all conditions precedent, if any, provided for in this Agreement relating 
;o such transaction have been complied with, (iii) the Seller shall have 
delivered to the Note Issuer and the Note Trustee an Opinion of Counsel stating 
that, in the opinion of such counsel (A) such consolidation, merger or 
succession and such agreement of assumption comply with this Section and that 
all conditions precedent provided for in this Agreement relating to such 
transaction have been complied with and (B) either (1) all filings to be made by 
the Seller, including filings with the DTE pursuant to the Statute and under the 
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applicable UCC, have been executed and filed that are necessary to preserve and 
protect fully the interests of the Note Issuer and the Note Trustee in the 
Transition Property and reciting the details of such filings, or (2) no such 
action shall be necessary to preserve and protect such interests and (iv) the 
...,_ating Agencies shall have received prior written notice of such transaction. 

hen any Person acquires the properties and assets of the Seller substantially 
as a whole and becomes the successor to the Seller in accordance with the terms 
of this Section 5.02 and execution by such successor of an agreement of 
assumption to perform every obligation of the Seller hereunder, then upon 
satisfaction of all of the other conditions of this Section 5.02, the Seller 
shall automatically and without further notice be released from all of its 
obligations hereunder, except with respect to any acts or omissions of the 
Seller that occurred prior to such assumption. 

Section 5.03. Limitation on Liability of Seller and Others. The Seller and 
any director, officer, employee or agent of the Seller may rely in good faith on 
the advice of counsel or on any document of any kind, prima facie properly 
executed and submitted by any Person, respecting any matters arising hereunder. 

ARTICLE 6 

MISCELLANEOUS PROVISIONS 

Section 6.01. Amendment. This Agreement may be amended by the Seller and 
the Note Issuer, with ten Business Days' prior written notice given to the 
Rating Agencies and the prior written consent of the Note Trustee, but without 
the consent of any of the Noteholders, to cure any ambiguity, to correct or 
supplement any provisions in this Agreement or for the purpose of adding any 
provisions to or changing in any manner or eliminating any of 

<PAGE> 

:he provisions in this Agreement or of modifying in any manner the rights of the 
Noteholders; provided, however, that such action shall not, as evidenced by an 
Officer's Certificate delivered to the Note Issuer and the Note Trustee, 
adversely affect in any material respect the interests of any Noteholder. 

This Agreement may also be amended from time to time by the Seller and the 
Note Issuer, with ten Business Days' prior written notice given to the Rating 
Agencies and the prior written consent of the Note Trustee and the prior written 
consent of the Holders of Notes evidencing not less than a majority of the 
Outstanding Amount of the Notes affected thereby, for the purpose of adding any 
provisions to or changing in any manner or eliminating any of the provisions of 
this Agreement or of modifying in any manner the rights of the Noteholders. 

It shall not be necessary for the consent of Noteholders pursuant to this 
Section to approve the particular form of any proposed amendment or consent, but 
it shall be sufficient if such consent shall approve the substance thereof. 

Prior to the execution of any amendment to this Agreement, the Note Trustee 
shall be entitled to receive and rely upon an Opinion of Counsel stating that 
the execution of such amendment is authorized or permitted by this Agreement. 
The Note Trustee may, but shall not be obligated to, enter into any such 
amendment which affects the Note Trustee's own rights, duties or immunities 
under this Agreement or otherwise. 

The Note Issuer shall provide a copy of any amendment to this Agreement to 
the Rating Agencies and the Note Trustee promptly after the execution thereof. 

Section 6.02. Notices. Unless otherwise specifically provided herein, all 
notices, directions, consents and waivers required under the terms and 
provisions of this Agreement shall be in English and in writing, and any such 
notice, direction, consent or waiver may be given by United States mail, courier 
service, facsimile transmission or electronic mail (confirmed by telephone, 
United States mail or courier service in the case of notice by facsimile 
transmission or electronic mail) or any other customary means of communication, 
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and any such notice, direction, consent or waiver shall be effective when 
delivered, or if mailed, three days after deposit in the 
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nited States mail with proper postage for ordinary mail prepaid: 

<PAGE> 

(a) if to the Seller, to 

Western Massachusetts Electric Company 
174 Brush Hill Avenue 
West Springfield, MA 01089 

Attention: Assistant Treasurer-Finance 
Facsimile: (860) 665-5457 
Telephone: (860) 665-3258 
Email: rshoopra®nu.com 

With a copy to: 
Western Massachusetts Electric Company 

c/o Northeast Utilities Service Company 
if by U . s . Mail : 

P.O. Box 270 
Hartford, CT 02141-0270 

if by courier: 
107 Selden Street 
Berlin, CT 06037 

Attention: Assistant Treasurer-Finance 
Facsimile: (860) 665-5457 
Telephone: (860) 665-3258 
Email: shoopra®nu.com 

(b) if to the Note Issuer, to 

WMECO Funding LLC 
c/o Western Massachusetts Electric Company 
174 Brush Hill Avenue 
West Springfield, MA 01089 

Attention: Assistant Treasurer-Finance 
Facsimile: (860) 665-5457 
Telephone: (860) 665-3258 
Email: shoopra®nu.com 

with a copy to: 

Western Massachusetts Electric Company 
c/o Northeast Utilities Service Company 
107 Selden Street 
Berlin, CT 06037 

Attention: Assistant Treasurer-Finance 
(860) 665-5457 Facsimile: 

Telephone: 
Email: 

(860) 665-3258 
shoopra®nu.com 

(c) if to the Note Trustee, to 

The Bank of New York, as trustee 
101 Barclay Street 
Floor 12 East 
New York, NY 10286 

Attention: ABS Unit 
Facsimile: (212) 815-5563 
Telephone: (212) 815-5368 

(d) if to Moody's, to 
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Moody's Investors Service, Inc. 
99 Church Street 
New York, NY 10007 

Attention: ABS Monitoring Department 
Facsimile: (212) 553-0573 
Telephone: (212) 553-3686 

(e) if to S&P, to 

Standard & Poor's 
55 Water Street, 41st Floor 
New York, NY 10041 

Attention: Asset Backed Surveillance Department 
(212) 438-2664 Facsimile: 

Telephone: (212) 438-2000 

(f) if to Fitch, to 

Fitch, Inc. 
One State Street Plaza 
New York, NY 10004 
Attention: ABS Surveillance 

Facsimile: (212) 514-9879 
Telephone: (212) 908-0500 
Email: surv®fitchratings.com 

(g) if to the Agencies, to: 

Massachusetts Development Finance Agency 
75 Federal Street 
Boston, MA 02110 

Attention: General Counsel 
Facsimile: (617) 727-8741 
Telephone: (617) 451-2477 

and 

Massachusetts Health and Educational Facilities Authority 
99 Summer Street, lOth Floor 
Boston, MA 02110 

Attention: 
Facsimile: 
Telephone: 

General Counsel 
(617) 737-8366 
(617) 737-8377 

(h) if to the Certificate Issuer, to: 

The Bank of New York (Delaware) , as Delaware Trustee for 
Massachusetts RRB Special Purpose Trust WMEC0-1 

700 White Clay Center 
Route 273 
Newark, Delaware 19711 

Attention: Compliance 
Facsimile: (302) 283-8298 
Telephone: (302) 451-2500 

with a copy to: 

The Bank of New York 
101 Barclay Street 
Floor 12 East 
New York, NY 10286 

Attention: 
Facsimile: 
Telephone: 

ABS Unit 
(212) 815-5563 
(212) 815-5368 

Page 18 of20 

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 693 of 732



(with copies to the Agencies at the addresses listed herein) 

(i) as to each of the foregoing, at such other address as shall be 
.esignated by written notice to the other parties. 

Section 6.03. Assignment. Notwithstanding anything to the contrary 
contained herein, except as provided in Section 5.02, this Agreement may not be 
assigned by the Seller. 

Page 19 of20 

Section 6.04. Limitations on Rights of Third Parties. The provisions of 
this Agreement are solely for the benefit of the Seller, the Note Issuer, the 
Noteholders, the Certificateholders, the Note Trustee, the Certificate Trustee, 
the Delaware Trustee, The Commonwealth of Massachusetts, the Executive Office 
for Administration and Finance of The Commonwealth of Massachusetts, the 
Agencies, the Certificate Issuer and the other Persons expressly referred to 
herein, and such Persons shall have the right to enforce the relevant provisions 
of this Agreement, except that the Noteholders and the Certificateholders shall 
be entitled to enforce their rights against the Seller under this Agreement 
solely through a cause of action brought for their benefit by the Note Trustee 
or the Certificate Trustee, as the case may be. Nothing in this Agreement, 
whether express or implied, shall be construed to give to any other Person any 
legal or equitable right, remedy or claim in the Transition Property or under or 
in respect of this Agreement or any covenants, conditions or provisions 
contained herein. 

Section 6.05. Severability. Any provision of this Agreement that is 
prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, 
be ineffective to the extent of such prohibition or unenforceability without 
invalidating the remaining provisions hereof, and any such prohibition or 
'lnenforceability in any jurisdiction shall not invalidate or render 
tnenforceable such provision in any other jurisdiction. 

Section 6.06. Separate Counterparts. This Agreement may be executed by the 
parties hereto in separate counterparts, each of which when so executed and 
delivered shall be an original, but all such counterparts shall together 
constitute but one and the same instrument. 

<PAGE> 

Section 6.07. Headings. The headings of the various Articles and Sections 
herein are for convenience of reference only and shall not define or limit any 
of the terms or provisions hereof. 

Section 6.08. Governing Law. This Agreement shall be governed by and 
construed in accordance with the laws of The Commonwealth of Massachusetts, 
without reference to its conflict of law provisions, and the obligations, rights 
and remedies of the parties hereunder shall be determined in accordance with 
such laws. 

Section 6.09. Assignment to Note Trustee. The Seller hereby acknowledges 
and consents to any Grant of a Lien by the Note Issuer to the Note Trustee 
pursuant to the Note Indenture for the benefit of the Noteholders and the Note 
Trustee of all right, title and interest of the Note Issuer in, to and under the 
Transition Property and the proceeds thereof and the assignment of any or all of 
the Note Issuer's rights and obligations hereunder to the Note Trustee. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 

IN WITNESS WHEREOF, the parties hereto have caused this Transition Property 
Purchase and Sale Agreement to be duly executed under seal by their respective 
officers as of the day and year first above written. 

WMECO FUNDING LLC, 
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</TEXT> 
</DOCUMENT> 

Note Issuer 

By: /s/ Randy A. Shoop 

Name: Randy A. Shoop 
Title: President 

WESTERN MASSACHUSETTS ELECTRIC COMPANY, 
Seller 

By: /s/ Randy A. Shoop 

Name: Randy A. Shoop 
Title: Assistant Treasurer - Finance 
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<DOCUMENT>
<TYPE>EX- t0 .62
<SEQUENCE>32
<FILENAME >y5 I 5 6 4aa . txt
':TEXT>

|eecn>

V'IMECO FUNDING LLCI

as Note Issuer

and

WESTERN MASSACHUSETTS ELECTRIC COMPANY,

as Servicer

TRANSITTON PROPERTY SERVTCING AGREEMENT

Dated as of May L7, 2OOL

<TABLE>
<s> <c>
ARTTCLE ]- DEFINITTONS

Section L.0l-. Definitions
. Sect.ion 1.02. Other Definitional Provisions
),nrrcr,n 2 AeeoTNTMENT AND AUTHoRTzATToN

SecLion 2.0t. Appointment of Servicer,. Acceptance of AppointmenÈ
AuthorizationSect,ion 2.02.

Section 2.03. Dominion and ConLrol
ARTICLE 3 BTLLTNG SERVICES

Over the Transition Property

Section 3 .0l-. Dut,ies of Servicer
Section 3.02. Servicing and Maint.enance Standards
Section 3.03. CertificaLe of Compliance
Section 3.04. Annual Report by Independent Publ-ic Accountants

ARTTCLE 4 SERVICES RELATED TO PERIODIC ADJUSTMENTS; REMITTANCES

Exhibit L0.62

ARTICLE 5 THE TRANSITION PROPERTY
Section 5.01. Custody of Transition Property Records
Sect,ion 5.02. Duties of Servicer as Custodian
Section 5.03. Instructions,. Authority to Act
Section 5.04. Effect,ive Period and Termination
Section 5.05. Monit,oring of Third-Party Suppliers
Section 5.06. Monítoring and Collecting Exit Charges

ARTICT,E 6 THE SERVTCER
Section 6.01-. Representations and Warranties of Servicer
Sect,ion 6.02. Indemnities of Servicer
Sect.ion 6.03. l,imitatíon on Liabilíty of Servicer and Others
Section 6.04. Merger or Consolidation of, or Assumption of

the Obligations of, Servicer
¡ Section 6.05. Western Massachusetts ElecLric Company Not to
I nesign as Servicer

Section 4.01-.
Section 4.02 -

Section 4.03.

Section 6.06.
Sect,ion 6.07.

</TabLe>
<PAGE>
<TABLE>
<s> <c>

Periodic Adjustments
Limitation of Liability

Remit.tances

Servicing Compensation
Compliance with Applicable La\^¡
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Section 6.08.Access to Certain Records and Informat,ion Regarding
Transit.ion Property

Section 6.09.
Section 6. L0.
Section 6. LL.

URTTCLE 7 DEFAULT
Section 7.0L.
Section 7 .02.
Section 7.03.
Section 7 .04.

ARTTCLE 8 MISCELLANEOUS PROVISIONS

Appointments
No Servicer Advances

Maintenance of Operations

Servicer Default
Appointment of Successor
Waiver of Past Defaults

Notice of Servicer Defauft

Section 8.01-.
Section 8.02.
Section 8.03.
Section 8.04.
Section 8.05.
Section 8.06.
Section 8.07.
Sectíon L 08.
Section 8.09.
Section 8.10.
Section 8.l-l-.

Amendment,
Maintenance of Accounts and Records

Notices
Assignment

Límitations on Rights of Third Parties
Severability

Separate Counterparts
Headings

Governing Law
AssignmenL to Note Trustee

Nonpetition Covenants
<,/TABLE>

This TRÄNSITION PROPERTY SERVICING AGREEMENT, dated as of May I7, 2001, is
between WMECO Funding LLC, a Delaware limited liability company (together with
any successor thereto permitted under the Note Indenture, as hereinafter
defined, the 'INote fssuerl'), and Western Massachusetts Electric Company, a
Massachusetts corporation.

RECITALS

l WHEREAS, pursuant to the Statute and the Financíng Order, the Seller and
the ttote Issuer are concurrently entering into the Sale Agreement pursuant to
which the Seller is selling to the Note Issuer the Transition Property
created pursuant to the Statute and the Financing Order.

WHEREAS, in connection with its ownership of the Transition Property and
in order to col-lect the RTC Charge, the Note Issuer desíres to engage the
Servicer to carry out the funct,ions described herein. The Servicer currently
performs similar functions for itself with respect to it,s own charges to its
cusLomers and for others. In addition, the Note Issuer desires to engage the
Servicer to act on its behalf in obtaining Periodic Adjustments from the DTE.
The Servicer desires to perform al-I of these activities on behalf of the Note
I ssuer .

NOW, THEREFORE, in consideration of the premises and the mutual
covenants herein contained, the parties hereto agree as follows:

<PAGE>

ARTICLE 1

DEFINITIONS

Section 1.0L. Definitions. Whenever used in this Agreement, the
following words and phrases shall have the fotlowing meanings:

, "Advíce Lettertr means any filing made wíth the DTE by the Servicer on
þehalf of t.he Note Issuer to set or adjust the RTC Charge, including the
Issuance Advice Letter, a Routine Anniversary True-Up LeLEer, a Routine True-Up
Letter or a Non-Routine True-Up Letter.

trAgreement'r means this Transition Propert,y Servicing Agreement, together
with all Exhibits, Schedules and Annexes hereto, as the same may be amended
and supplemented from time to time.
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"AnnuaL Accountant's ReporL" has the meaning set forth in Section 3.04.

"Applicable TPS'I means, with respect to each Customer, the TPS, if any,
lril1ing the RTC Charge to that Customer.

'IBillstr means each of the regular monthly bi1ls, summary bills and other
bil1s íssued to Customers or TPSs by Western Massachusetts ELectric Company on
its own behalf and in its capacity as Servicer.

"Certificate of Compliancelrhas the meaning set forth in Section 3.03.

rrClosing Date'r means May 17, 2001,.

"Customersrt means SelLerrs customers and ratepayers taking the delivery,
transmission, distribution, back-up, maintenance, emergency and any other
delivery or energy service provided by Seller to such customer within the
territory in which Sel1er serves customers, regardless of that customerrs source
of electric power whether or not energy is purchased from WMECO or ar¡y TPS and
whether or not such distribution system is being operated by Se11er or a
successor distribution company.

'IDeclaration of TrustI means the Declaration of Trust dated as of May 15,
200L by The Bank of New York (Delaware), a DeLaware banking corporation, as
Delaware Trustee, the Massachusetts Development Finance Agency and the
Massachusetts Health and Educational Facilities Authority, as the same may be
amended and supplemented from time to time.
<PAGE>

rrDTErr means the Massachusetts Depart.ment of TeLecommunications and Energy
lnd any successor thereto.

"DTE Regulationstr means all regulaLions, ru1es, tariffs and laws applicable
to public util-ities or TPSs, as the case may be, and promulgated by, enforced by
or ot.herwise within the jurisdiction of the DTE.

'rExpected Amortization Schedufe" means Schedule 4.01(a) hereto.

I'Financing Order" means the order of the DTE, DTE-OO-40, issued on
February 7, 2001.

"Financing Order Anniversary Daterr means February 7 of each year.

"Indemnified Person'has the meaning assigned to such term in Section 6.02.

'rfnsolvency EventÌ' means, with respec¿ to a specif ied Person, (a) the
filing of a decree or order for relief by a court having jurisdiction in the
premises in respect of such Person or any substantial part of its property in an
involunt.ary case under any applicable Federal or state bankruptcy, insolvency or
other similar l-aw now or hereafter in effect, or appointing a receiver,
liquidator, assignee, custodian, trustee, sequestraLor or simil-ar official for
such Person or for any substantial part of it.s property, or ordering the
wínding-up or liguidation of such Person's affairs, and such decree or order
shaLl- remain unstayed and in effect for a period of 60 consecutive days; or (b)
the commencement by such Person of a vol-untary case under ariy applicable Federal
or state bankruptcy, insoLvency or other similar l-aw now or hereafter in effect,
or t.he consent by such Person to the entry of an order for relief in an
,involuntary case under any such law, or the consent by such Person to the
þppointment of or taking possession by a receiver, liquidator, assignee,
custodian, trustee, sequestrator or similar official for such Person or for any
substantial part of its property, or the making by such Person of any general
assignment for the benefit of creditors, or the failure by such Person generally
to pay its debts as such debt,s become due.

'tlssuance Advice Letterl means the initial Issuance Advice Letter, dated
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May 1-6, 200L, filed with the DTE pursuant to the Financing Order.

ulienr means a security interest, lien, charge, pledge or encumbrance of
any kind.

. 
IPAGE>

rll,osses" has the meaning assigned to that term in Section 6.02(b).

trMonthly Servicer Certificate" has the meaning assigned to that term in
Section 4 . 01 (d) (2 ) .

t'Non-Routine Periodic Adjustment" has the meaning set forth in Section
¿.01 (c) (1) .

IlNon-Routine True-Up Leetertr means a letter filed with the DTE in
accordance with the Financing Order with respect to any Non-Routine Periodic
Adjustment, pursuant to which the rel-at.ed Non-Routine Periodic Adjustment
will become effective wit.hin 60 days after filing of t.he Non-Routine True-Up
Letter, subject to the review and approval of the DTE.

I'Note Indenturerrmeans the Note Indenture dated as of May L7,200I ,

between the Note Issuer and the Note Trustee, as the same may be amended and
supplemented from time to time.

rlNote fssuer'r has the meaning set forth in the preamble to this
Agreement.

'rOfficer's Certificatertmeans a certificate of the Servicer signed by a
Responsibl-e Of f icer.

, "Opinion of Counselrt means one or more written opinions of counsel who may

þe an employee of or counsel to the party providing such opinion(s) of counsel,
which counsel shall be reasonably acceptable to the party receiving such
opinion(s) of counsel.

'tPeriodic Adjustment'r means each adjustmenE Lo Lhe RTC Charge made pursuant
to the terms of the Financing Order and in accordance with Section 4.01 hereof.

"Principal BaLance'r means, as of any Pal¡ment Date, the sum of the
outstanding princípal amount of the Notes.

"Project,ed Principal Balance" means, as of any Pa)¡ment Date, the sum of
t.he projected outstanding principal amount of t.he Notes for such Pa)¡ment Date
set forth in the Expected Amortization Schedule.

"Quarterly Servicer Certificaterr has the meaning assígned to that term
in Section 4.01(d) (3).

'rRemiLtancerr means each remiLtance pursuant Eo Section 4.03 of RTC
Charge Pa)¡ments by the Servicer Lo the Note Trustee.

"Remittance Daterr means each Servicer Business Day on which a
<PAGE>
Remittance is to be made by the Servicer pursuant to Section 4.03.

'rRemittance Periodrr means the tweLve-month period commencing on March l- of
each year and ending on the last day of February of Lhe succeeding year,'
provided, however, that the inít,ial- Remit.tance Period shaLl commence on the
Þlosing Date and end on February 28, 2002.

"Required Debt Servj-cerr means, for any Remittance Period, the total dollar
amount calculated by the Servicer ín accordance with Section 4.01(b) (1) as
necessary to be remitted to the Collection Account during such Remittance Period
(after giving effect. to (a) the allocation and distribution of amounts on
deposit in the Reserve Subaccount at the time of calcul-ation and which are
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available for payments on the Notes, (b) any shortfalls in Reguired Debt Service
for any prior Remittance Period and (c) any RemitLances based upon t.he RTC
Charge in effect in the prior Remittance Period that are expected to be realized
in such Remittance Period) in order to ensure that, as of the Payment Date
ì.mmediately following the end of such period, (i) all accrued and unpaid
jnt.erest. on the Notes then due shall have been paid in fuLl, (ii) the Principal

Balance of the Notes is equal Lo the Projected Principal Balance of the Notes
for that Palrment Date, (iii) the balance on deposit in the Capital Subaccount
equals the aggregate Required CapitaL LeveL, (iv) the balance on deposit in the
Overcollateralization Subaccount equals the aggregate Required
OvercoLlateralization Level- and (v) al-l- other fees, expenses and indemnities due
and owing and required or allowed to be paid under Section 8.02 of the Note
Indenture as of such date sha1l have been paid in ful-l-; provided, however, that,
with respect to any Periodic Adjustment occurring after the last Scheduled
Maturity Date for any Notes, the Required Debt Service shafl be calcuLated to
ensure that sufficient amounÈs will be collected to retire such Notes ín fuLl as
of the earlier of (x) the next Pa)¡ment Date and (y) the Final- Maturity Date for
such Notes.

"Responsible Officer' means the chief executive officer, the president, the
chairman or vice chairman of the board, any vice president, the treasurer, êDy
assistant treasurer, the c1erk, any assistant c1erk, the secretary, any
assistant secretary, the controLLer or the finance manager of the Servicer.

"Retirement of the Notesrt means the day on which the final paynrent is

<PAGE>

made to the Note Trustee in respect of the last outstanding Note.

\ ItRoutine Anniversary True-Up Letter'r means a l-etter substantially in the
!:orm of Exhibit B hereto filed with the DTE prior to the Financing Order
.Anniversary Date in respect of an annuaL Periodic Adjustment. The Routine
Anniversary True-Up Letter will become effective on the first calendar day of
the next succeeding calendar month after filing, or such date as may be
specified in such Routine Anniversary True-Up Letter, so long as such effective
date is at least 15 days after t.he filing of such RouLine Anniversary True-Up
Letter.

'tRoutine True-Up Letter't means l-etter filed with the DTE in respect of a
Periodic Adjustment, substantially in the form of Exhibit B hereto. The Routine
True-Up Letter will become effective on Lhe first. calendar day of the next
succeeding calendar month after filing, or such date as may be specified in such
Routine True-Up Letter, so long as such effective date is at least 1-5 days after
the filing of such Routine True-Up Letter.

''RTC Charge'r means the portion (which may become all) of Èhe Transition
Charge designated pursuant to the Financing Order as the RTC Charge, as the same
may be adjusted from time to time as provided in the Financing Order, and may in
the future incl-ude a pro raLa component of any exit fee coffected pursuant to
Section LG(g) of Chapter t64 of Lhe Massachusetts Genera] Laws.

'ÌRTC Charge CollectionsrÌmeans the RTC Charge Pa)¡ments remitted to the
Collection Account.

"RTC Charge Pa)¡ments" means the actual payments received by the Servicer,
directly or indirectly (including through a TPS), from or on behalf of
pustomers, multiplied by the percentage of such collections which is cafculated
/-n accordance with Annex II hereto to have been received in respect of the RTC
Charge.

I'SaLe Agreementrr means the Transit,ion Property Purchase and Sale Agreement
dated as of May 17, 2OOl, between Western MassachuseLts Electric Company, as
Seller, and the Not,e Issuer, as the same may be amended and supplemented from
time to time.
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t'Sel1er" means hlestern Massachusetts Electric Company, a Massachusetts
corporation, and its permitted successors and assigns under the Sale Agreement.

IrservicertÌ means Western Massachusetts Electric Company, as the servicer of
.ihe transition Property, or each successor (in the same capacit.y)

<PAGE>
pursuant to Sections 6.04 or 7.02.

"servicer Business Dayrrmeans any Business Day on which the Servicerrs
offices in The Commonwealth of Massachusetts and in the StaLe of Connecticut
are open for business,

"Servicer DefaultI' means an event specif ied j-n Section 7.0L.

"Servicing Fee'r has the meaning seL forth in Section 6.06 (a) .

frsLatutel means Chapter t64 of the Massachusetts Acts of !997, entitfed an
Act Relative to Restructuring Ehe El-ectric UtiJ-ity Industry in the Commonwealth,
Regulating the Provision of Electricíty and Other Services, and Promoting
Enhanced Consumer Protections Therein.

"Termination Noticel has the meaning assigned to that Èerm in Section
7.01- (e) .

rrTPSIr means a third party supplier of energy who has entered into a TPS
Service Agreement with the Servicer.

"TPS Service Agreementtt means an agreement between a third party supplier
of energy and the Servicer pursuanL to which such third party supplier of energy
bills and coLLects the RTC Charge to and from Customers in accordance with DTE
gegulations, the Financing Order and the guidelines described in Schedule A to

nex I.

'rTransition Chargerr means the "Transition Charge" as defined in the Statute
and referred to as the Seller's "Transítion Charge" in V(iestern Massachusetts
Electric Company's, DTE Docket No. 97-1,20 and subsequent filings with the DTE
pursuanÈ thereto.

'7 of
SaIe

'ITransition Property" means the transition property that exists under Order
the Financing Order and is sold by the Se1ler to the NoÈe Issuer under Lhe
Agreement.

"Transition Property Records" has the meaning assigned to that term in
Section 5.01.

Section 1.02. OÈher Definitional Provisions.

(a) capitalized terms used herein and not otherwise defined herein
have the meanings assigned to them in the Note Indenture.

(b) AlL terms defined in this Agreement shal-l have the defined
meanings when used in any cerÈificaEe or other document made or delivered
pursuant hereto unLess otherwise defined therein.

<PAGE>
(c) The words "hereof , t' "herein,tt t'hereundertt and words of similar

import, when used in this Agreement, sha1l refer to this Agreement as a whoLe
.p.nd not to any particular provision of this Agreement; Section, Schedule,
Þxhibit and Annex references contained in this Agreement are references to
Sections, Schedules, Exhibits and Annexes in or to this Agreement unless
otherwise specified; and the term "including" sha1l mean I'including without
limitation. "

(d) The definitions contained in this Agreement. are applicable to
the singular as well as the p1ural forms of such Lerms and to the masculine
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as well as Lo the feminine and neuter forms of such terms.

ARTTCLE 2

APPOINTMENT AND AUTHORIZATION

Section 2.01. Appointment of Servicer; Acceptance of Appointment. SubjecE
to Section 6.05 and Articl-e'7, the Note ïssuer hereby appoints the Servicer, and
the Servicer hereby accepts such appointment, to perform the Servicer's
obligations pursuant to this Agreement on behalf of and for the benefit of the
Note Tssuer or any assignee thereof in accordance wit.h the terms of this
Agreement and applicable Law. This appointment and the Servicer's acceptance
thereof may noL be revoked except in accordance with the express terms of this
Agreement.

Section 2.02. Authorization. vùith respect to alf or any portion of the
Transition Property, the Servicer sha1l be, and hereby is, authorized and
empowered by the Note Issuer to (a) execute and deliver, on behalf of itself
and,/or the Note Issuer, as the case may be, any and all instruments, documenLs
or notices, and (b) on behalf of it.self and/or the Note Issuer, as the case may
be, make any filing and participate in proceedings of any kind wiÈh any
governmental authorities, incLuding with the DTE. The Note Issuer shal1 execute
and/or furnish the Servicer with such documents as have been prepared by the
Servicer for execution by the Note Issuer, and with such other documents as may
be in the Note Issuer's possession, as the Servicer may determine to be
necessary or appropriate to enable it to carry out its servicing and
administrative duties hereunder. Upon the Servicer's written request, the NoLe
Issuer shall furnish the Servicer with any powers of
<PAGE>
attorney- or other documents necessary or appropriate to enabfe the Servicer Lo
carry out its duties hereunder.

) Section 2.03. Dominion and Control Over the Transition Property.
Nothrit.hstanding any other provision herein, the Note fssuer shall- have dominion
and controf over the Transition Property, and the Servicer, in accordance with
the terms hereof, is acting solely as the servicing agent and custodian for the
Note Issuer with respect to the Transition Property and the Transition Property
Records. The Servicer shalf not take any action that is not authorized by this
Agreement or that shal1 impair the right.s of the Note Issuer or the Note Trustee
in the Transition Property, in each case unless such action is required by
applicable law.

.A,RTTCT,E 3

BILLTNG SERVICES

Sect.ion 3.01. Duties of Servicer. The Servicer, as agent for the Note
Issuer, sha11 have the following duties:

(a) Duties of Servicer Generally.

(1) General Duties. The Servicer's duties in general shall
j-nclude management, servicing and administration of the Transition Property;
obtaining meter reads, calculat.ing elecÈricity usage (including usage by
Customers of any TPs), billing, collection and posting of aL1 payments in
respect of the Transition Property; responding to inquiries by Customers, the
DTE, or any federal, Ioca1 or other state governmental authorities with
respect to the Transition Property; delivering Bi1ls to Customers and TPSs,
¡investigating and handling delinguencies, processing and depositing
/collections and making periodic remittances; furnishing periodic reports to
the Note Issuer, the Note Trustee, the Certificate Trustee and the Rating
Agencies; and taking aLI necessary action in connection with Periodic
Adjustments as set forth herein. Certain of the duties set. forth above may
be performed by TPSs pursuant Lo TPS Service Agreements. v'iithout limiting
the generality of this Section 3.0L(a) (L), in furtherance of the foregoing,
the Servicer hereby agrees that it shaLl al-so have, and shaLl comply with,
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the duties and responsibilities relating to data acquisition, usage and bill
calculation, billing, customer service functíons, collection, payment
processing and remittance set forth in Annex I hereto.

(2) DTE Regulations Control . Not\ÁriEhstanding anything
,iPAGE>

to the contrary in this Agreement, the duties of the Servicer set forth ín this
Agreement shall- be qualified in their entirety by any DTE Regulations as in
effecÈ at Lhe time such duties are to be performed.

(b) Reporting Functions.

(1) Notification of Laws and Regulations. The Servicer shalL
promptly notify the Note Issuer, the Note TrusLee, the Certificate Trustee
and the Rating Agencies in writing of any laws or DTE Regulations hereafter
promulgated that have a material adverse effect on the Servicer's abilit.y to
perform its duties under t,his Agreement.

(2) OLher Information. Upon the reasonabl-e request of the
Note fssuer, the Note TrusLee, the Certificate Trustee, or any Rating Agency,
the Servicer sha11 provide to such Note Issuer, Note Trustee, Certificate
Trustee, or the Rating Agencies, as the case may be, any public financial
information in respect of the Servicer, or any material information regarding
the Transition Property to the extent it is reasonably available to the
Servicer, as may be reasonably necessary and permitted by law for the Note
ïssuer, the Note TrusLee, the CertificaLe Trustee, or the Rating Agencies to
monitor the Servicerls performance hereunder.

(3) Preparatíon of Reports to be Filed with the sEc. The
Servicer sha1l prepare or cause to be prepared any reports required to be
filed by the Note Issuer or the Certificate Issuer under Lhe securities 1aws,

including a copy of each Quarterly Servicer Certificate described in Section
i.01(d) (3), the annual Certificate of Compliance described in Section 3.03
and the .Annual Accountantts Report described in Section 3.04.

Section 3.02. Servicing and Maintenance Standards. On behalf of the Note
Issuer, the Servicer shalI (a) manage, service, administer and make collections
i-n respect of the Transit.ion ProperÈy with reasonable care and in accordance
with applicable 1aw, including all applicable DTE Regulations and guidelines,
using the same degree of care and diligence that the Servicer exercises with
respect to similar assets for its own account and, if applicable, for others,'
(b) follow cusLomary standards, policies and procedures for the industry in
performing its duties as Servicer,. (c) use all reasonabLe efforts, consistent
with its customary servicing procedures, to bill and coLlect the RTC Charge; (d)
file all filings under the applicable Uniform Commercial Code or the Statute
necessary or desirable t.o maint.ain the
<PAGE>
perfected ownership interest and security interest of the Note Issuer and the
Note Trustee in the Transition Property, (e) comply in all material respects
with al-L Laws and regulations applicabl-e to and binding on it relating to the
Transition Property, and (f) submit at least annually the Periodic Adjustments
pursuant to Section 4.01,. The Servicer shall fol-low such customary and usual
practices and procedures as it shal-l- deem necessary or advisable in its
servicing of al-l- or any portion of the Transition Property, which, in t,he
Servicer's judgment, may include the taking of 1ega1 action, at the Note
ïssuerrs expense.

Section 3.03. Certificate of Compliance. The Servicer shall deliver to the
.l[ote Issuer, the Note Trustee, the Certificate Trustee and the Rating Agencies
.5n or before March 31 of each year, commencing March 31-, 2OO2 Eo and including
the March 31 succeeding the Retirement of the NoLes, an Officerrs CertificaLe
substantially in the form of Exhibit A hereto (a "Certificate of Compliance'r),
stating that: (i) a review of the activities of the Servicer during the twelve
months ended the preceding December 31 (or, in the case of the first CertificaEe
of Compliance to be delivered on or before March 31, 2002, the period of time
from the date of this Agreement until December 31, 2001) and of its performance
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under this Agreement has been made under such Responsible Offícer's supervision,
and (ii) to such Responsible Officer's knowledge, based on such review, the
Servicer has fu1filIed all of its obligations in a]1 material respects under
this Agreement throughout such twelve months (or, in the case of the Certificate
1f Compliance to be del-ivered on or before March 31, 2002, the period of Èime
,rom Lh€ date of this Agreement untiL December 31, 2001), ot, if there has been
a default in the ful-fillment of any such material obligation, specifying each
such material defauLt known to such Responsible Officer and the nature and
status thereof.

Section 3.04. Annual Report by Independent Public Accountants.

(a) The Servicer, at the Note Issuerrs expense, shall cause a firm
of independent certified public accouncants (which may provide other services
to the Servicer) to prepare, and the Servicer shal-L deliver to the Note
ïssuer, the Note Trustee, the Certificate Trustee and the Rating Agencies, a
report addressed to the Servicer (the I'Annual Accountant's Report'r),
<PAGE>
which may be incLuded as part of the Servicer's customary auditing activities,
for the information and use of the Note Issuer, the Note Trustee, the
Certificate Trust.ee and the Rating Agencies, on or before March 31 each yea:r,
beginning March 31, 2002 to and including the March 31 succeeding the Retirement
of the Notes, to the effect that such firm has performed certain procedures,
agreed between the Servicer and such accountants, in connection with the
Servicer's compliance with its obligations under this Agreement during the
preceding twelve months ended December 31 (or, in the case of the first Annual
Accountant's Report to be del-ivered on or before March 31, 2002, the period of
time from the date of this Agreement until December 31, 2001), identifying the
results of such procedures and including any exceptions noted.

(b) The Ännua1 Account.antrs Report shafl also indicate that the
¡ccounting firm providing such report is independent of the Servicer within
phe meaning of t.he Code of Professional Ethics of the American Inst.itute of
Cerlified Public Accountants .

ARTICLE 4

SERVTCES RELATED TO PERIOÐIC AD'JUSTMENTS;
REMITTANCES

SecLion 4.01. Periodic Adjustments. From time to time, until Lhe RetiremenL
of the Notes, the Servicer shal1 identify t,he need for Periodic adjustments and
shaLl take all reasonable action to obtain and implemenL such Periodic
Adjustments, all in accordance with the following:

(a) Expect.ed Amortizat.ion Schedule. The Expected AmorLization
Schedule is attached hereto as Schedu]e 4. O1- (a) .

(b) Rout.ine Periodic Adjustments and Yearly Filings.

(1) Routine Anniversary Periodic Adjustments and Filings.
For the purpose of preparing a Routine Anniversary True-Up Letter, the
Servicer shal-1: (A) update the assumptions underlying the calculation of the
RTC Charge, including energy usage vol-ume, the rate of charge-offs and
estimated expenses and fees of the Note Issuer and the Certificate fssuer to
the extent noL fixed, in each case for the Remittance Period beginning on
March 1 of each yearr (B) determine the Required Debt Service for such
Remittance Period based upon such updated assumptions; and (C) determine
gPAGE>

the RTC Charge to be charged during such RemiLtance Period based upon such
Required Debt Service. The Servicer sha11 fil-e a Routine Anniversary True-Up
Letter with the DTE prior to February 7 of each year and such Routine
Anniversary True-Up Letter shal-l- reflect information updated in all respects as
of a date no earlier than December 31 of the calendar year preceding the
calendar year in which such Routine Anniversary True-Up Letter is filed.
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(2) Rout.ine Periodic Adjustments. Beginning in the last year
the Notes are scheduled to be outstanding, the Servicer shall file a Routine
True-Up LeEt,er at least 15 days before the end of each cal-endar quarter.
rn addition, the Servicer shalL fil-e a Routine True-Up Letter at least 15 days
refore the end of any calendar quarLer or, beginning in the IasL year the Notes
are scheduled to be outstanding, at least L5 days before the end of any cal-endar
month, at each such time as the Servicer may reasonably determine is necessary
to meet the Required Debt Service for the Ehen current Remittance Period.

(3) Servicer's Efforts. The Servicer shal-1 take all reasonable
actions and make al-l reasonable efforts to secure any Periodic Adjustments.

(c) Non-Routine Periodic AdjustmenLs.

(1) ülhen Required. V'Thenever the Servicer determínes that the
existing model for calculating the RTC Charge should be amended or revised,
subject to the consent of the Note Issuer under the conditions set forth in
Section 3.18 of the Note Indenture, the Servicer shall file a Non-Routine
True-Up Letter with the DTE designating the adjustmenLs to such modef and any
corresponding adjusLments to the RTC Charge (collectively, a "Non-Routine
Periodic Adjustment"), subjecL to the review and approval of the DTE pursuant to
the Financing Order.

(2) Servicer's Efforts. The Servicer shafl take all reasonable
actions and make aLL reasonabl-e efforts to secure any Non-Routine Periodic
Adjustments.

(3) Implementation. The Servicer shal1 implement any resulting
adjustments to the modeL and any resulting revised RTC Charge as of the
effective date of the Non-Routine True-Up Letter.

(d) Reports.

(1) Notification of Advice Letter Filings and Periodic
AdjustmenLs. lVhenever the Servicer fil-es an Advice Letter with the DTE, the
Servicer shall send a copy of such filing to the Note Issuer, the Note
<PAGE>
Trustee, t.he Certificate Trustee and the Rating Agencies concurrently therewith.
ff any Periodic Adjustment requested in any such Advíce Letter filing does not
become effective on the applicable date as provided by the Financíng order, the
Servicer shall notify t.he Not,e Issuer, the Note Trustee, the Certificate Trustee
and the Rating Agencies by the end of the second Servicer Business Day after
such applicable date.

(2) Monthly Servicer Certificate. So long as any Notes are
outstanding, not 1ater than fifteen (15) days after the end of each month after
t,he Certificates are issued (excluding May, 200L), or if such day is not a
Servicer Business Day, t,he next succeeding Servicer Business Day, the Servicer
sha1l deliver a written report substantially in Lhe form of Exhibit C hereto
(the "MonLhly Servicer Certificate") to the NoLe Issuer, the NoLe Trustee, the
Certificate Trustee and the Rating Agencies.

(3) Quarterly Servicer Certifícate. So long as any Notes are
outstanding, not later than 11:00 a.m. (New York City time) on the Servicer
Business Day immediately preceding each Payment Date, the Servicer shall deliver
a written report. substantially in the form of Exhibit D hereto (the "Quarterly
Servicer Certificate") to the Note Issuer, the Note Trustee, the Certificate
qrustee and the Rating Agencies.

(4) TPS Reports. The Servicer shaLL provide to the Rating
Agencies, upon request, âry publicly available repor¿s filed by the Servicer
urith the DTE (or otherwise made publicly available by the Servicer) relating to
TPSs and any other non-confidential and non-proprietary information relating to
TPSs reasonably requested by the Rating Agencies.
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Section 4.02. Limitation of Liability.

(a) Specific Limitations. The Note Issuer and the Servicer expressly
agree and acknowledge that:

servicer i" ...ill ":i:i;'Tí ,i: :ï::;:;":"'i;: 3:i"T:iil'l;.i:ji::::i:å,:"'
(2) No Liabilit.y for Failure to Fil-e. Neither the Servicer

nor the Note Issuer shaLl be responsibl-e in any manner for, and shall have no
liability whatsoever as a result of, any action, decision, ruling or other
determination made or not made, or any delay (other than any delay resulting
from the Servicer's failure to file for Periodic Adjustments or Non-Routine
Periodic Adjustments required by Section 4.01 in a timely and correct manner
<PAGE>
or other material breach by the Servicer of its duties under this Agreement that
mat,erially and adversely affects any Periodic Adjustments or Non-Routine
Periodic Adjustments), by the DTE (or, j-n connection with any Non-Routine
Periodic Adjustment, by the Rating Agencies) in any way related to the
Transition Property or in connection with any Periodic Adjustment or Non-
Routine Periodic Adjustment., the subject of any filings under Section 4.0L, any
proposed Periodic Adjustment or Non-Routine Periodic Adjustment, or the approval
of the RTC Charge and the adjustments thereto.

(3) No Liability for Calculation. The Servicer shaLl have no
liability whatsoever relating to the calculation of the RTC Charge and the
adjustments thereto (incfuding any Non-Routine Periodic Adjustment), includíng
as a result of any inaccuracy of any of the assumptions made in such calculation
regarding expected energy usage vol-ume, the rate of charge-offs, estimated
expenses and fees of the Note Issuer and the Certificat.e Issuer, so long as the
Servicer has not acted in a negligent manner in connection therewith, nor shalf
the Servicer have any liability whatsoever as a result of any Person, including
Ln. Not"¡rolders or the Certificatetrolders, not receiving any pa)¡ment, amount or
return anticipated or expect,ed in respect of any Note or Certificate generally,
except only to the extent that the Servicer is Iiable under Section 6.02 of this
Agreement.

(b) Liability for Misrepresentation and Breach. Notwithstanding
the foregoing, this Section 4.02 shalL not reLieve the Servicer of any liability
under Section 6.02 for any misrepresentation by the Servicer under Section 6.01
or for any breach by the Servicer of its obligations under thís Agreement.

Section 4.03. Remittances.

(a) Remittance to GeneraL subaccount. PursuanL to the remittance
methodology more fully described in Annex II hereto, starting with col-lections
that are received on the first Servicer Business Day that is at least 45 days
after the first day on which wesLern Massachusetts Electric Company imposes the
RRB Charge, the Servicer will remit to the Note Trustee, within two Servicer
Business Days after receipt, by wire transfer of immediately availabLe funds to
t,he General Subaccount of the Collection Account, an amount equal to the RTC
Charge Pa)¿ment.s (as calculated in accordance with Annex II hereLo) received on
such day and on any prior day that was not a Servicer Business Day for which a
Remíttance has not previously been made. Prior to or simuLtaneous with each
Remittance to the
<PAGE>
General Subaccount of the Collection Account pursuant to this Section, Èhe
Servicer shall provide written notice to the Note TrusLee of each such
f.emittance (including the exact dol1ar amount to be remitted) .
,l

(b) Frequency of RemiLtances. The Servicer may elect to make
Remittances Less frequent,ly than on a daily basis, and shalf be permitted to do
so, but in any event shall make Remittances within one cal-endar month of
coL1ection thereof, provided that the Servicer shal1 send written notice of such
election to the Note fssuer, the Note Trustee and the Certificate TrusÈee,
together with (i) an Officer's Certificate stating Lhat no Servicer Defauft has
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occurred and is continuing under this Servicing Agreement, (ii) evidence that
the Rating Agency Condition has been satisfied, (iii) either the Servicerrs
commercial paper is rated P-1 by Moodyts or the Servicerrs long term unsecured
debt is rated A2 or better by Moody's, (iv) evidence of the delivery by the
Servicer to the Note Issuer or the Note Trustee, as applicabfe, of any credit
jnhancement which may be required by Lhe Rat,ing Agencies in connection therewith
in form and substance saLisfactory or Èo the Note Issuer and the Note Trustee,
as applicable, the cost of which credit enhancement sha1l be borne solely by the
Servicer, and (v) an executed copy of any appropriate amendment hereto or to the
Note Tndenture or any other Basic Agreement as reasonably requested by the
Servicer, the Note Tssuer or the Note Trustee in connection therehrith.

(c) No Deduction. The Servicer agrees and acknowledges that it
will remit RTC Charge Pal¡ments in accordance with this Section 4.03 without
any surcharge, fee, offset, charge or other deduction except for fate fees
permitted by section 6.06.

ARTTCI,E 5

THE TRÄNSTTION PROPERTY

Section 5.01. Cust.ody of Transition Property Records. To assure
uniform quality in servicing the Transition Property and to reduce
administrative costs, the Note Issuer hereby revocably appoint.s the Servicer,
and the Servicer hereby accepts such appointment, to act as the agent of t.he
Note Issuer and the Note TrusÈee as custodian of any and al-L documents and
records that. the Servicer shall keep on fi1e, in accordance with its
customary procedures, relating to the Transition ProperLy, including copies

<PAGE>
of the Financing Order and Advice Letters relating thereto and al-l- documents
filed with the DTE in connection with any Periodic Adjustment or Non-Routine
-¡eriodic Adjustment and computational records refating thereto (coLLectively,
the "Transition Propert,y Records'r), which are hereby constructively delivered
to the Note Trustee, as pledgee of the Note Issuer with respect to all
Transition Property.

Section 5.02. Duties of Servicer as CusLodian.

(a) Safekeeping. The Servicer sha1l hold the Transi-tion Property
Records on behalf of the NoLe Issuer and the Note Truste'e and maintain such
accurate and complete accounLs, records and computer systems pertaining to the
Transition Property Records on behalf of the Note Issuer and the Note Trustee as
shall enable the Note Issuer to comply with this Agreement and the Note
Indenture. In performing its duLies as custodian the Servicer sha11 act with
reasonable care, using that degree of care and diligence that the Servicer
exercises wit.h respect to comparable assets that the Servicer services for
itself or, if applicable, for others. The Servicer sha11 promptly report to the
Note Tssuer and the Note Trustee any failure on its part. to hoLd the Transition
Property Records and maintain its accounLs, records and computer systems as
herein provided and promptly take appropriate acLíon to remedy any such failure.
Nothing herein shall be deemed to require an initíaL revier,\¡ or any periodic
review by the Note Issuer or the Note Trustee of the Transition Property
Records. The Servicer's duties to hold the Transition Property Records on behalf
of the Note Issuer set forth in this Section 5.02, to the extent such Transition
Property Records have not been previously transferred to a successor Servicer
pursuant to Article 7, sha1I terminate one year and one day after the earlier of
t,he date on which (i) the Servicer is succeeded by a successor Servicer in
.accordance with Art.icle 7 and (ii) no NoLes are outstanding.

(b) Maintenance of and Access to Records. The Servícer shal-l
maintain at all- times records and accounts that permit the Servicer to identify
RTC Charges bil1ed. The Servicer shal1 maintain the Transition Property Records
in West Springfield, Massachusetts or at such other office in the United States
of America as shal1 be specified to the Note Issuer and the Note Trustee by
written notice at least 30 days prior to any change in location. The Servicer
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shal-f make available for inspection to the Note Issuer and the Note Trustee or
their respective duly authorized representatives, attorneys or auditors the
Transition Property Records
<PAGE>
.t such times during normal- business hours as the Note lssuer or the Note
'rustee shalL reasonabl-y request. and which do not unreasonably interfere with

the Servicerrs normal operations. Nothing in this Section 5.02(b) shall affect
the obligation of the Servicer to observe any applicable 1aw (including any DTE
Regulations) prohibitíng disclosure of information regarding the Customers, and
t.he failure of the Servicer to provide access to such information as a result of
such obligation shall not constitute a breach of this Section 5.02 (b) .

(c) Release of Documents. Upon j-nstruction from the Note Trustee
in accordance wit.h the Note Indenture, the Servicer shall reLease any Transition
Propert.y Records to the Note Trustee, the Note Trustee's agent or t,he Note
Trustee's designee, as the case may be, at such place or places as the Note
Trustee may designate, as soon as practicable.

(d) Defending Transition Property Against Claims. The Servicer,
sha1l institute any action or proceeding necessary to compel performance by the
DTE or The Commonwealth of Massachusetts of any of their obligations or duties
under the Statute, Lhe Financing Order or any Advice Letter, and the Servicer
agrees to take such legal or administrative actions, including defending against
or instit,uting and pursuing legal actions and appearing or testifying at
hearings or similar proceedings, as may be reasonably necessary to block or
overturn any attempts to cause a repeal of, modification of or supplement to the
Statute or the Financing Order or t,he rights of holders of Transition Property
by executive action, legislat.ive enactment, voter initiative or constitutional
amendment that wou]d be adverse to Certíficateholders, Noteholders, the Note
Issuer, the Note Trustee, the Delaware Trustee or the Certificate TrusLee. The
cosLs of any such action shaLL be payable from RTC Charge Collections as an
gperating Expense in accordance with the priorities set forth in Section 8.02 (d)
bt t¡re Note Indenture. The Servicer's obligations pursuant to this Section 5.02
shall survive and continue notwithstanding the fact that the payment of
Operating Expenses pursuant to Section 8.02 (d) of t.he Note Indenture may be
delayed (it being understood that the Servicer may be reguired to advance its
own funds to satisfy its obligations hereunder) .

Section 5.03. fnstruct.ions; Authority to Act. For so long as any Notes
remain outstanding, the Servicer shalI be deemed to have received proper
instructions with respect to the Transition Propert.y Records upon its receipt
<PAGE>
of writ.ten instructions signed by a Responsible Officer (as defined 1n the Note
fndenture) of the Note Trustee.

Section 5.04. Effect.ive Period and Termination. The Servicer's
appointment as custodian sha11 become effectíve as of the Closing Date and shaff
continue in ful1 force and effect untiL terminated pursuant to this Section
5.04. If any Servicer shalL resign as Servicer in accordance with the provisions
of this Agreement or if all of the rights and obligations of any Servicer shafl
have been terminated under Section 7.01-, the appointment of such Servicer as
custodian shal1 terminate upon appointment of a successor Servicer, subject to
the approval of the DTE, and acceptance by such successor Servicer of such
appointment.

Section 5.05. Monitoring of Third-Party Suppliers. From time to time,
until the Retirement of the Notes, the Servicer shall, using the same degree of
care and diligence that it exercises with respect to pa)¡ments owed to it for its
pwn accounL, implement such procedures and policies as are necessary to properly
lenforce the obligations of each TPS to remit RTC Charges, in accordance with the
terms and provisions of the Financing Order, the TPS Service Agreement and
Schedule A to Annex I hereto.

Sect.ion 5.06. Monitoring and Collecting Exit Charges. The Servicer
shall, using the same degree of care and diligence Lhat it exercíses with
respect to pa]¡ments owed to it for its own account, bill and collect any exit
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charges t.o which it may be entitled pursuant to Section 1c (g) of Chapter L64 of
the Massachuset.ts General- Laws, and shafl remit that portion of the exit charges
representing (or a1locab1e to) the RTC Charge together with the RTc charge
Pa)¡ments for a particular billing date.

ARTICLE 6

THE SERVTCER

Section 6.01-. Representations and lrlarranties of Servicer. The Servicer
makes the following representations and warranties, as of the Closing Date, on
which the Note Tssuer is deemed to have reLied in enteríng into this Agreement
relating to the servicing of the Transition Property.

(a) Organization and Good Standing. The Servícer is duly organized
and vaLidly existing as a corporation in good standing under Lhe laws of The
Commonwealt.h of MassachuseLLs, with the requisite corporate

<PAGE>
power and authority to own its propert.ies as such properties are currently owned
and t,o conducE its business as such business is now conducted by iL, and has the
requisite corporate power and authority to service the Transition Property and
to hold the Transítion Property Records as custodian.

(b) Due Qualification. The Servicer is duly qualified to do business
as a foreign corporation in good standing, and has obtained all necessary
licenses and approval-s, in all jurisdictions in which the ownership or lease of
property or the conduct of its business (including the servicing of the
Transition Property as reçßlired by this Agreement) shall require such
qualifications, licenses or approvals (except where the failure to so qualify or
obtain such licenses and approvals would not be reasonably 1ike1y Èo have a
paterial adverse effect on the Servicer's business, operations, assets, revenues
]or propertíes or adversely affect the servicing of the Transition Property) .

(c) Power and Authoriuy. The Servicer has the requisite corporate
power and authority to execute and deliver this Agreement and to carry out its
terms; and the execution, delivery and performance of this Agreement have been
duly authorized by all necessary corporaLe action on the part of the Servicer.

(d) Binding Obligation. This Agreement constitutes a 1egal, valid
and bindíng obligation of the Servicer enforceable against it in accordance with
it,s terms, subject to applicable insolvency, reorganizaLion, moratorium,
fraudulent transfer and other laws relating to or affecting creditors' rights
generally from time to time in effect and to general principles of eguity
(including concepts of materiality, reasonableness, good faith and fair
dealing), regardless of whether considered in a proceeding in equity or at Law.

(e) No Violation. The consummation of the transactions contemplated
by this Agreement and the fulfillment of the terms hereof do not: (i) conflict
with or result in any breach of any of the terms and provisíons of, nor
constitute (with or wit.hout notice or lapse of time) a default under, the
articles of organization or by-1aws of the Servicer, or any material indenture,
agreement or other instrument to which the Servicer
<PAGE>
is a party or by whi-ch it is bound; (ii) result in the creation or imposition of
any Lien upon any of the Servicer's properties pursuant to the terms of any such
indenture, agreement or other instrument,. nor vioLate any existing law or any
existing order, rule or regulation applicable to the Servicer of any court or of
\any federal or state regulatory body, administrative agency or other
Jþovernmental instrumentality having jurisdiction over the Servicer or its
properties, so as to adversely affect the Servicer, the Not,eholders or the
Certificateholders.

(f) No Proceedings. There are no proceedings pending and, to the
Servicer's knowledge, there are no proceedings threatened and, to the Servicer's
knowledge, there are no investigations pending or threatened, before any court,
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federal- or state regulatory body, administrative agency or other governmental
instrumentality having jurisdiction over the Servicer or its properties
involving or relating to the Servicer or the Note Issuer or, to the Servicer's
knowledge, âDy other Person: (i) asserting the inva1idity of this Agreement,'
ríi) seeking to prevent the consummation of any of the transactions contemplated
,y this Agreement; or (iii) seeking any determination or ruling that might

materially and adversely affect, the performance by the Servicer of its
obligaLions under, or the validity or enforceability of, this Agreement.

(g) Approvals. No approval, authorization, consent, order or other
action of, or filing i^¡ith, any court, federal or state regulatory body,
administrative agency or other governmentaL instrumentality is reguired in
connection with the execution and delívery by the Servicer of this Agreement,
the performance by the Servicer of the transactions contemplated hereby or the
fulfillment by the Servicer of the terms hereof, except those that have been
obt.ained or made and those that the Servicer is required to make in the future
pursuanÈ to Articl-e 3 or 4 and post-closing filings in connection therev¡iÈh.

Section 6.02. Indemnities of Servicer.

(a) The Servicer sha11 be }iabLe in accordance herewith only to
the extent of t.he obligations specifically undertaken by the Servicer and as
expressly provided under this Section 6.02.

(b) The Servicer shaLl indemnify the Note Issuer, the Notehol-ders
<PAGE>
and the Certificateholders (each an tlTndemnified Personrr for purposes of Section
6.02 (b) and (d)) for, and defend and hold harmLess each such Person from and
against, any and all l-iabilities, obligations, losses, damages, pa)¡ments,
claims, costs or expenses of any kind what,soever (co1lective1y, "LossesIr) that
may be imposed on, incurred by or asserted against any such Person as a result
of (i) the Servicerrs willful misconduct or negl-igence in the performance of its
iuties or observance of its covenants under this Agreement (including the
Servicer's wil1ful misconduct or negligence relating to the maintenance and
custody by the Servicer, as custodj-an, of the Transition Property Records) or
(ii) the Servicerts breach in any material respect of any of its representations
or \^Iarranties in this Agreement; provided, however, that the Servicer shalL not
be 1iable for any Losses resulting from the wi11ful misconduct or gross
negligence of any such fndemnified Person; and, provided, further, that the
Noteholders and the Certificateholders shal1 be entitled to enforce their rights
and remedies against the Servicer under this Section 6.02 (b) so1e1y through a
cause of action brought for Lheir benefit by the Note Trustee or the Certificate
Trustee, as the case may be; and, provided, further, that the Servicer shaff not
be liable for any Losses, regardless of when incurred, after the Notes and the
Certificates have been paid j-n fu1l, except as provided in Section 6.02(c).

(c) The Servicer sha]l indemnify and hol-d harmless the Note Trustee,
the Delaware Trustee, the Certificate Trustee, the Certificate Issuer, The
Commonwealth of MassachuseLLs, the Executive Office for Administration and
Finance of The Commonqrealth of Massachusetts and the Agencies and any of Èheir
respective affiliates, officiaLs, officers, directors, employees, consultants,
counsel and agents (each an "Indemnified Personrrfor purposes of Section 6.02(c)
and (d) ) for, and defend and hold harmless each such Person from and against,
any and all Losses imposed on, incurred by or asserted against any of such
Indemnified Persons as a result of: (i) the Servicer's wil]ful misconduct or
negligence in the performance of its duties or observance of its covenants under
this Agreement (including the Servicer's wi1Iful misconduct or negligence
relat.ing to the maintenance and custody by the Servicer, as custodian, of the
,Transition Propert,y Records) or (ii) the Servicerts breach in any material
d.espect of any of its representations or warranties in Èhis AgreemenL; provided,
however, that the Servicer sha11 not be liable for any Losses resulting from the
wi11fu1 misconduct or gross negligence of such Indemnified Person or resulting
from a breach of a representation or \^rarranty made by such Indemnified Person
<PAGE>
ín any of the Basic Documents that gives rise to the Servicer's breach.

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 710 of 732



Page 16 of37
(d) The Servicer shaI1 not be required to indemnify an Indemnified

Person for any amount paid or payable by such Indemnified Person pursuant to
Section 6.02(b) or (c) in the settlement of any action, proceedíng or
investigation without the written consent of the Servicer, which consent shalL
rot be unreasonably wit.hheld. Promptly after receipt by an Tndemnified Person of
btice of its involvement in any action, proceeding or investigation, such

Indemnified Person sha11, if a claim for indemnification i-n respect thereof is
to be made against the Servicer under Section 6.02 (b) or (c) , notify the
Servicer in writing of such invol-vement. Failure by an Indemnified Person to so
notify the Servicer shal-l- reLieve the Servicer from the obligation Eo indemnify
and hold harml-ess such Tndemnified Person under Section 6.02 (b) or (c) , as
applicable, only to the extent that the Servicer suffers actuaL prejudice as a
result of such failure. Viith respect to any action, proceeding or investigation
brought by a third party for which indemnification may be sought under Section
6.02 (b) or (c) , the Servicer shall be entitled to assume the defense of any such
acÈion, proceeding or investigation. Upon assumption by the Servicer of the
defense of any such action, proceeding or investigation, Lhe Indemnified Person
shalL have the right to participate in such action or proceeding and to retain
its own counsel. The Servicer shall be entit1ed to appoinL counsel- of the
Servicer's choice at t,he Servicer's expense to represenL the Indemnified Person
in any action, proceeding or investigation for which a cl-aim of indemnification
is made against the Servicer under Section 6.02(b) or (c) (in which case the
Servicer shal-l not thereafter be responsible for the fees and expenses of any
separate counsel retained by the Indemnified Person except as set forth below);
provided, however, that such counsel shall be reasonably satisfactory to the
Indemnified Person. Not\r¡ithstanding the Servicerls election to appoint counsel
Lo represent the fndemnified Person in an action, proceeding or investigation,
the Indemnified Person shaLL have the right to employ separate counsel
(including local counsel), and the Servicer sha11 bear the reasonabl-e fees,
costs and expenses of such separate counsel if (i) t,he use of counsel chosen by
the Servicer to represent the Indemnified Person would present such counsel r,r/it.h
a conflict of interest, (ii) the act.ual or potential- defendants in, or targets
2f, any such action incLude bot.h the Indemnified Person and the Servicer and the
Indemnified Person sha1l
<PAGE>
have reasonably concluded that there may be Iegal defenses avai1abLe to it that
are different from or additional to those avai]ab]e to t.he Servicer, (iii) the
Servicer sha11 not have employed counsel reasonably satisfactory to the
Indemnified Person to represent the Indemnified Person wit.hin a reasonable time
after notice of the institution of such action or (iv) the Servicer sha1l
authorize the Indemnified Person to employ separate counsel- at the expense of
the Servicer. Notwithstanding the foregoing, the Servicer sha11 not be obligated
to pay for the fees, costs and expenses of more than one separate counsel for
the Indemnified Persons (in addition to local- counsel) . The Servicer will- not,
wit.hout the prior written consent of the Indemnified Person, settLe or
compromise or consent to the entry of any judgment with respect to any pending
or threatened claim, action, suit or proceeding in respect of which
indemnification may be sought under Section 6.02(b) or (c), as applicable
(whether or not the Indemnified Person is an actual or potential party to such
claim or action) unless such settlement, compromise or consent incLudes an
unconditional- release of the fndemnified Person from al-l- liability arising out
of such claim, action, suit or proceeding.

(e) Indemnification under SecÈion 6.02 (b) and 6.02 (c) shaI1 include
reasonable fees and out-of-pocket expenses of investigation and litigation
(including reasonable attorneys' fees and expenses), except as otherwise
provided in this Agreement.

. (f) For purposes of Section 6.02 (b) and 6.02 (c) , in the evenL of the
cermination of the rights and obligations of Vlestern Massachusetts El-ectric
Company (or any successor thereto pursuant to Section 6.04) as Servicer pursuant
to Section 7.01, or a resignation by such Servicer pursuant to this Agreement,
such Servicer shal1 be deemed to be the Servicer pending appointment of a
successor Servicer pursuant to Section 7.02.

(S) The indemnities contained in this Section 6.02 survive the
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resignat,ion or termination of the Note Trustee, the Certificate Trustee or the
Delaware Trustee or the t,ermination of this Agreement.

Section 6.03. Limitation on Liabilíty of Servicer and Others. Except as
rtherwise provided under this Agreement, neiLher the Servicer nor any of the
,irectors, officers, employees or agents of the Servicer shaLt be 1íable to the

Note Issuer or any other Person for any action taken or for
<PAGE>
refraining from the taking of any action pursuant to this Agreement or for
errors in judgment; provided, however, that this provision shall not, protect the
Servicer or any direct,or, officer, employee or agent of the Servicer against any
liability that woul-d otherwise be imposed by reason of will-ful- misconduct or
negligence in the performance of duties under this Agreement. The Servicer and
any director, officer, employee or agent of the Servicer may rely in good faith
on the advice of counsel reasonably acceptable to the Note Trustee or on any
document of any kind, prima facie properly executed and submitted by any Person,
respecting any matters arising under this Agreement.

Except as provided in this Agreement, the Servicer shal1 not be under any
obligation to appear in, prosecut,e or defend any legal action relating to the
Transition Property.

Section 6.04. Merger or Consol-idation of, or Assumption of the Obligations
af, Servicer. Any Person (a) j-nto which the Servicer may be merged or
consolidated, (b) which may result from any merger or consolidation to which the
Servicer shall be a party or (c) which may succeed to the properties and assets
of the Servicer subst.antially as a who1e, which Person in any of the foregoing
cases executes an agreement of assumption to perform every obligation of the
Servicer hereunder, shal1 be t.he successor to the Servicer under this Agreement
\^/ithout further act on the part, of any of the parties to this Agreement;
provided, however, that (i) immediately after giving effect to such transaction,
r¡o Servicer Default and no event which, after notice or lapse of time, or both,
þould become a Servicer Default shaLl have occurred and be continuing, (ii) the
Servicer sha]l have delivered to the Note Issuer and the Note Trustee an
Officers' Certificate stating that such consolidation, merger or succession and
such agreement of assumption comply with this Section and that all conditions
precedent provided for in this Agreement relating to such transaction have been
complied with, (iii) the Servicer sha11 have del-ivered to the Note fssuer and
the Note Trustee an Opinion of Counsel stating that, in the opinion of such
counsel (A) such consolidation, merger or succession and such agreement of
assumption comply with this Section and that aIl conditions precedent provided
for in this Agreement relating to such transaction have been compLied wit,h and
(B) either (1) all statutory filings to be made by the Servicer, including
fi I ings
<PAGE>
with the DTE pursuant to the Statute and filings under the applicable UCC, have
been executed and filed that, are necessary to preserve and protect fu1ly the
interests of the Note Issuer and the Note Trustee in Lhe Transition Property and
reciting the details of such filings or (2) no such action shal-l be necessary to
preserve and protect such interest.s and (iv) the Rating Agencies shall have
received prior writt.en notice of such transacLion. I{hen any Person acguires the
properties and assets of the Servicer substantially as a whole and becomes the
successor to the Servicer in accordance with the terms of this Section 6.04,
t.hen upon satisfaction of all- of the other conditions of this Section 6.04, the
Servicer shaLl- automatically and v/ithout further notíce be released from all its
obl igations hereunder .

Section 6.05. I{estern Massachusetts Electric Company Not to Resígn as
'$ervicer. Subject to t.he provisions of Section 6.04, Western Massachusetts
,lhl-ectric Company shatl not resign from Èhe obligations and duties hereby imposed
on it as Servicer under this Agreement except upon either (a) a determinaEion
that the performance of its duties under this Agreement shall no longer be
permissibl-e under applicable law or (b) satisfaction of the following: (i) the
Rating Agency Condition shall have been satisfied (except that \^rith respect to
Moody's it shal-l- be sufficient to provide ten days prior notice) and (ii) the
DTE shaLl have approved such resignation. Notice of any such determination
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permitting the resignation of T/üesLern Massachusetts Electric Company sha1l be
communicated to the Note Issuer, t.he Note Trustee, the Certificate Trustee and
the Rating Agencies at the earliest practicable time (and, if such communication
is not in writing, shalf be confirmed in writing at the earfiest practicable
'.ime) and any such determination that the performance of Western Massachusetts
,lectric Company's duties under this Agreement shal-L no longer be permissible

under applicable Law shal-1. be evidenced by an Opinion of Counsel to such effect
delivered by Western MassachusetLs Elect.ric Company to the Note Issuer, the Note
Trustee and the Certificate Trustee concurrently with or promptly after such
notice. No such resignation shall- become effective untiL a successor Servicer
shaLl have assumed the responsibilities and obligations of West.ern Massachusetts
Electric Company in accordance with Section 7.02.

Section 6.06. Servicing Compensation.

(a) In consideration for its services hereunder, until the Retirement
of the Notes, the Servicer sha1l receive an annual- fee (the
<PAGE>

"servicing Fee") in an amourÌt equal to (i) five one-hundredth of one percenE
(0.05?) of the initial principal balance of the Notes for so long as the
Servicer is Western MassachusetLs Electric Company or any successor Servicer
that bi11s the RTc charge concurrently with other charges for services or (ii)
up to one and one-quarter percen!. (1-.252) of the init.ial principal balance of
the Notes for so long as the Servicer is a successor Servícer that bill-s the RTC

Charge separately to Customers (which amounL shal1 be determined by a separate
agreement between the Note Issuer and the Servicer) . The Servicing Fee sha1l be
payable in quarterly instal-lments on each Pa)¡ment Date. The Servicer also sha1l
be entitled to retain as additional compensation (i) any interest earnings on
RTC Charge Payrnents received by the Servicer and invested by the Servicer
pursuanÈ to Section 6 (c) of Annex I hereto prior to remittance to the Collection
Account and (ii) all late payment charges, if any, collected from Customers or
fPSs.

(b) The Servicing Fee set forth in Section 6.06 (a) and expenses
provided for in Section 6.06(c) shal1 be paid to the Servicer by the Note
Trustee, on each Payrnent Date in accordance with the priorities set forth in
Section 8.02(d) of the Note Indenture, by wire transfer of immediately available
funds from the Collection Account to an account designated by the Servicer. Âny
portion of the Servicing Fee not paid on such date shal-l be added to the
Servicing Fee payable on the subsequent Payment Dat.e.

(c) The Note Issuer shall pay all expenses incurred by the Servicer in
connection with its activities hereunder (including any reasonable fees to and
disbursements by accountants, counsel/ or any other Person, any taxes imposed on
Lhe Servicer (other than Eaxes based on the Servicer's net income) and any
expenses incurred in connection with reports to Noteholders and
Cert.ificateholders, subject to Èhe priorities set forth in Sect,ion 8.02(d) of
the Note Indenture).

Section 6.07. Compliance with Applicable La\,/. The Servicer covenants
and agrees, in servicing the Transition Property, to comply in all material
respects with all- laws applicable to, and binding upon, the Servicer and
relating to such Transition Property the noncompliance with which would have
a materia] adverse effecL on the value of the Transition Property,' provided,
however, that the foregoing is not intended Lo, and shafl not, impose any
liability on the Servicer for noncompliance with any law that the Servicer is
contesting in good faith in accordance with its customary standards and
,<PAGE>
,procedures.

SecEion 6.08. Access to Certain Records and fnformation Regarding
Transition Property. The Servicer shall provide to the NoLehofders, the Note
Issuer, the Note Trustee and the Certificate Trustee access to the Transition
Property Records in such cases where the Noteholders, Lhe Note Tssuer, the Note
Trustee and Lhe Certificate TrusEee shaLl be required by applicable Law to be
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provided access to such records. Access shall be afforded without charge, but
only upon reasonabLe request and during normal business hours at the respective
offices of the Servicer. Nothing in this Section sha11 affect the obligation of
the Servicer to observe any applicabl-e law (incl-uding any DTE Regulation)
lrohibiting disclosure of information regarding the Customers, and the failure
,f the Servicer Eo provide access to such informatíon as a result of such

obligation shall not consLituEe a breach of this Section.

Section 6.09. Appointments.

(a) The Servicer may at any time appoint any Person to perform all or
any portion of its obligations as Servicer hereunder; provided, however, that
the Rating Agency Condition sha11 have been satisfied in connection therewith
(except that with respect to Moody's it shalt be sufficient to provide ten days
prior notice); and, provided, further, thaL the Servicer sha11 remain obligated
and be liable under t.his Agreement for the servícing and administering of the
Transition Property in accordance with the provisions hereof without diminuÈion
of such obligation and liability by virt.ue of the appointment of such Person and
to the same extent and under the same terms and conditions as if the Servicer
afone were servicing and administering the Transitíon Property; and, provided,
further, however, that nothing herein (including the Rat,ing Agency Condition)
shal1 preclude the execution by the Servicer of a TPS Service Agreement with any
TPS pursuant to applicable DTE Regulations. The fees and expenses of any such
Person shal1 be as agreed between the Servicer and such Person from time to time
and none of the Note Issuer, the Note Trustee, the Noteholders or any other
Person shaLl have any responsibility therefor or right or claim thereto. Any
such appointment shall not constitute a Servicer resignation under Section 6.05.

(b) The Servicer has no employees. Therefore, in carrying out the
<PAGE>
foregoíng duties or any of its other obligaÈions under this Agreement, Ehe
gervicer may enter into transactions wiLh or otherwise deaL \^rith any of its
|rftifiates to obtain the services of employees of such AffiLiates as is its
current practice; provided, however, that t,he terms of any such transactions or
dealíngs shall be no less favorable to the Note Issuer than would be avaiLable
from unaffiliated parties or that would be available if the Servicer were Lo
hire its own employees to perform such services.

Section 6.10. No Servicer Advances. The Servicer sha11 not make any
advances of interest on or principal of the Notes or the Certificates.

Section 6.11. Maintenance of OperaLions. The Servicer agrees to continue to
operate its distribution system to provide service to its customers so long as
it is acting as the Servicer under this Agreement.

ARTICLE 7

DEFAULT

Section 7.0L. Servicer DefauLt. If any one of the following events (each a

"Servicer Default") shaLl- occur and be continuing:

(a) any failure by the Servicer to remit to the Collection Account
on behalf of the NoÈe Tssuer any required Remittance that shalL conLinue
unremedied for a period of five (5) Business Days after written notice of
such failure is received by the Servicer from the Note Issuer or the Note
Trustee; or

. (b) any failure on the part of the Servicer duly to observe or to
,þerform in any materiaL respect any other covenants or agreemenls of the
Servicer set forth in this Agreement, which fai]ure shall (a) materially and
adversely affect the rights of the Noteholders or Certificateholders and (ii)
continue unremedied for a period of 60 days after the date on which written
notice of such failure, requiring the same to be remedied, shal-f have been
given (A) to the Servicer by the Note rssuer or (B) to the Servicer by the
Note Trustee or by the HoLders of Notes evidencing not less than 25 percent
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of the Outstanding Amount of the Notes,' or

(c) any representation or warranty made by the Servicer in this
Agreement shaLl prove to have been incorrect in any materiaf respect when
rade, which has a material adverse effect on the Noteholders or
.ertificateholders and which material- adverse effect continues unremedied for

<PAGE>
a period of 60 days after written notice of such failure is received by the
Servicer from the Note Issuer or the Note Trustee,' or

(d) an Insolvency Event occurs with respect to the Servicer; then,
and ín each and every case, so long as the Servicer Defaul-t sha1l not have been
remedied, either the Note Trustee, or the Holders of Notes evidencing not less
than 25 percenL of t.he Outstanding Amount of the Notes, by notice then given in
writing to the Servicer (and to the Note Trustee if given by the Noteholders) (a

"Termination Notice") may terminaÈe all t.he rights and obligations (other than
the obligations set forth in Section 6.02) of the Servicer under this AgreemenL.
In addition, upon a Servicer DefaulL described in Sect.ion 7.01- (a) , each of the
following shaLl be entitLed to apply to the DTE for sequesLration and payment of
revenues arising with respect to the TransiLion eroperty: (1) the Note Trustee
or the Noteholders,' (2) the Cert,ificate Trustee or the Certificateholders; (3)
the Delaware Trustee,. (4) the Note Issuer or its assignees; or (5) pledgees or
transferees of the Transition Property, including transferees under Section
l-H(f) of Chapter L64 of the Massachusetts ceneraL La$/s and beneficiaries of the
statutory lien pursuanL to Sectíon lH(e) of Chapter a64 of the Massachusetts
General- Laws. On or after the receipt by the Servicer of a Termination Notice,
and subject to the approval of the DTE, all authority and po\¡/er of the Servicer
under this Agreement, whether with respect to Ehe Notes, the Transition
Property, the RTC Charge or otherwise, sha11, r¡/ithout further action, pass to
and be vested in such successor Servicer as may be appointed under Section 7.02;
and, without limitation, the Not,e Trustee is hereby authorized and empowered to
,execute and deliver, on behalf of the predecessor Servicer, as attorney-in-fact
pr otherwise, any and al-I documents and other instruments, and to do or
accomplish all oÈher acts or Lhings necessary or appropriate to effect the
purposes of such Termination Notice, whether to complete the transfer of the
Transition Property Records and related documents, or otherwise. The predecessor
Servicer sha11 cooperate with the successor Servicer, the Note Issuer and the
Note Trustee in effecting the termination of the responsibilities and right.s of
the predecessor Servicer under this Agreement, including the transfer to Lhe
successor Servicer for administration by it. of all cash amounts that shall at
the time be held by the predecessor Servicer for remittance, or sha11 thereafter
be received by it with respect to the Transition Property or the RTC Charge. In
case a successor Servicer is appointed as a result of a Servicer Default, al-1
reasonable costs and expenses (including reasonable attorneys' fees and
expenses) incurred in connection with transferríng
<PAGE>
the Transition Property Records to the successor Servicer and amending this
Agreement to refLect such succession as Servicer pursuant to this Section shall
be paid by the predecessor Servicer upon presentation of reasonable
documentation of such costs and expenses. All other reasonabfe costs and
expenses incurred in transferring servicing responsibilities to a successor
servicer sha11 constitute Operating Expenses of the Note Issuer. Section 7.02.
Appointment of Successor.

(a) Upon the Servicer's receipt of a Termination Notice pursuant
to Section 7.01 or the Servicer's resignation or removal in accordance with t.he
terms of t.his Agreement, the predecessor Servicer shall continue to perform its
functions as Servicer under this AgreemenL, and shaLl be entitled to receive the
requisite portion of the Servicing Fee and reimbursement of expenses as provided
,herein, unÈiI a successor Servicer shal1 have assumed in writing the obligations
of the Servicer hereunder as described beLow. In the event of the Servicer's
termination hereunder, the Note Issuer shaLl appoint, subject to the approval of
the DTE, a successor Servicer with the Note Trustee's prior written consent
thereto (which consent shall not be unreasonably withheld), and the successor
Servicer shall accept its appointment by a written assumption in form reasonably
acceptable to the Note Issuer and the Note Trustee. If within 30 days after the
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delivery of Ehe Termination Notice, the NoÈe Issuer shalt not have obtained such
a new Servicer, the Note Trustee may appoint (subject to the approval of the
DTE) or petition the DTE or a court of competent jurisdiction to appoint a
successor Servicer under this Agreement. A Person shaLf qualify as a successor
lervicer only if (i) such Person is permitLed under DTE Regulations to perform
jhe duties of the Servicer, (ii) the Rating Agency Condition shaLl have been
satisfied and (iii) such Person assumes in writing the obligations of the
Servicer hereunder or enters into a servicing agreement with the Note Issuer
having substantialJ-y the same provisions as this Agreement.

(b) Upon appointment,, the successor Servicer shalL be the successor
in all respects Èo Èhe predecessor Servicer and shal1 be subject Èo all the
responsibilities, duties and Liabilities arising thereafter relating thereto
placed on the predecessor Servicer and shaLl be entitled to the Servicing Fee
and al-I the rights granted to the predecessor Servicer by the terms and
provisions of this Agreement.

Section '7.03. Waiver of Past Defaults. The Hol-ders of Notes
<PAGE>
evidencing not. less than a majori-ty of the Outstanding Amount of the Notes may,
on behalf of aLl NoÈeholders, waive in writing any default by the Servicer in
the performance of its obligations hereunder and its consequences, except a
default in making any reguired Remittances to the Collection Account in
accordance with this Agreement. Upon any such waiver of a past default, such
default shalI cease to exisL, and any Servicer Default arising therefrom shal-1
be deemed to have been remedied for every purpose of this Agreement. No such
waiver shall extend to any subsequent or other default or impair any right
consequent thereto.

Section 7.04. Notice of Servicer Default.. The Servicer shaLl- deliver to the
Note Issuer, the Note Trust,ee, the Certificate TrusLee, the Certificate Issuer,
phe Agencies and the Rating Agencies, promptly after any of its Responsibl-e
þfficers having obtained actual knowledge thereof, but in no event later than
five Business Days thereafter, written notice in an Officers' Certificate of any
event which with the giving of notice or lapse of time, or both, would become a
Servicer Default under Section 7.01 (a) or (b) .

ARTICLE 8

MTSCELLANEOUS PROVTSIONS

Section 8.01. Amendment.

(a) This Agreement may be amended in writing by the Servicer and
the Note Issuer with ten Business Days' prior writ.ten notice given to Lhe Rating
Agencies and the prior written consent of the NoLe Trustee (which consent shall
not be unreasonably withheld), but without the consenL of any of the Noteholders
or any of the Certificateholders (notwithstanding any provision of any other
document that would otherwise reguire such consent as a precondition of Note
Trustee consent), to cure any ambiguity, to correct or supplement any provisions
in t.his AgreemenL or for the purpose of addíng any provisions to or changing in
any manner or eliminating any of the provisions in this Agreement or of
modifying in any manner the rights of the Notehofders; provided, however, that
such action shall not, as evidenced by an Officer's Certificate delivered to the
Note Issuer and the Note
<PAGE>
Trust,ee, adversely affect in any material respect the interests of any
floteholder or any Certificateholder.
,i

(b) This AgreemenÈ may also be amended in writing from Lime to Eime by
the Servicer and the Note Issuer with ten Business Days' prior written notice
given to the Rating Agencies and the prior written consent of the Note TrusLee
(which consent sha1l not be unreasonably withheld) and the prior writ.ten consent
of the Holders of Notes evidencing not less than a majority of the Outstanding
Amount of the Notes, for the purpose of adding any provisions to or changing in
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any manner or eLimj.nating any of the provisions of this Agreement or of
modifying in any manner the right,s of the Noteholders; provided, however, that
any amendment of the provisions of Sections 4.0L or 4.03 shal-l satisfy the
Rating Agency Condition.

, (c) rf t,he written consent of Noteholders is requi-red in connection
with an amendment hereof, approval by Noteholders of the substance of any
proposed amendment or consent shall constitute sufficient consent of the
Noteholders pursuant to this Section, and it shal1 not be necessary that
Noteholders approve of the particular form of any amendment or consent.

(d) Promptly after the execution thereof, the Note Issuer shaLf
provide each of the Rating Agencies with a copy of any amendment to this
Agreement.

(e) Prior to it.s consent to any amendment to this Agreement, the Note
Trustee sha11 be entitLed to receive and conclusively rely upon an Opínion of
Counsel stating that such amendment is authorized or permitted by this
Agreement. The Note TrusLee may, but shal1 not be obligated to, enter into any
such amendment whj-ch affects the Note Trustee's own rights, duties or immunities
under this Agreement or otherwise.

Section 8.02. Maintenance of Accounts and Records.

(a) The Servicer sha11 maintain accounts and records as to the
TransiÈion Property accurately and in accordance with its standard accounting
procedures.

(b) The Servicer shal1 permit the Note Issuer and the Note Trustee and
its agents at any time during normal business hours, upon reasonable notice to
þhe Servicer and to the extent it does not unreasonably interfere $rith the
I
þervicer's normal operations, to inspect, audit and make copies of and abstracts
from the Servicer's records regarding the Transition Property and the RTC
Charge. Nothing in this Section e.02 (b) shall affect the obligation of the
Servicer to observe any applicable law (including any DTE
<PAGE>
Regulat.ion) prohibiting disclosure of information regarding the Customers, and
the failure of Èhe Servicer to provide access Èo such information as a result of
such obl-igation shall not constitute a breach of this Section 8.02 (b) .

Section 8.03 . Notices. UnLess otherwise specifically provided herein, all
notices, directions, consents and waj-vers required under the terms and
provisions of this Agreement shal-l- be in English and in wríting, and any such
notíce, direction, consent or waiver may be given by United States mail, courier
service, facsimile transmission or electroníc mai] (confirmed by Lelephone,
United States mail or courier service in the case of notice by facsimile
transmission or electronic mail) or any other customary means of communication,
and any such notice, direction, consent or waiver shal1 be effective when
delivered, or if mailed, three days after deposit in the United states mail- with
proper postage for ordinary mail prepaid:

(a) if Lo Lhe Servicer, to

western Massachusetts Efectric Company
l-74 Brush HiLL Avenue
llest Springfield, MA 01089

Facsimile: (860) 665-5457; i;l;i|"""' ii:31,3ål;133å

with a copy to:
western Massachusetts Electric Company

c/o Northeast, UÈilities Service Company
if by U. S. Mail- :

P.O. Box 270
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Hartford, CT 06L4t-0270
if by courier:

l-07 Selden Street
Berlin, CT 06037

Attention: Assistant Treasurer-Finance

if(b) to the Note Issuer, to

WMECO Funding LLC
c/o Western Massachusetts Electric Company
L74 Brush Hill Avenue
I,rIest Springfield, MA 01089

Facsimile:
Telephone:
-Eimaa-L:

Facsimil-e:
Telephone:
Email:

Facsimile:
Telephone:

Facsimile:
Telephone:

(860) 665-s457
(860) 66s-32s8
shoopra@nu. com

(860) 665-s457
(860) 66s-3258
shoopra@nu, com

(21,2) ss3 - 0573
Qt2) ss3-3686

(212) st4-9879
Qr2) 908-0s00

<PAGE>

with a copy Lo:
western Massachusetts Electric Company

c,/o Northeast Utilities Service company
107 Selden Street

Ber]in, CT 06037
Attention: Assistant Treasurer-Finance
Facsimile: 860 -665-5457
Telephone: 860 -665-3258
Email: shoopra@nu. com

if t.o the Note Trustee or the Certificate Trustee, to

, The Bank of New York, as Lrustee
101 Barclay Street
Floor l-2 East
New York, NY L0286
Attention3 ABS Unit
Facsimile: (21,2) 815-5563
Telephone: (21,2) 815-5368

if to Moody's, to

Moody's Investors Service, fnc,
99 Church Street
New York, NY 10007
ALt,ention: ABS Monitoring Department

(c)

(d)

if(e) to S&P, to

Standard & Poor's
55 Water Street, AI3E Floor
New York, NY l-0041-
Attention: Asset Backed SurveifLance Department
Facsimile (212) 438-2664
Telephone: (21"2) 438-2000

to Fitch, to

Fitch, rnc.
One State Street Plaza
New York, NY 10004
Attention: ABS SurveilLance

(f) if
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Email: surv@fitchratings. com

(S) if to the Agencies, to

Massachusetts Development Finance Agency
75 FederaL Street
Boston, MA 0211-0
Attention: General CounseL
FacsimiLe: (61,7) 727-8741
Telephone z (6L7) 45I-2477

and

Massachusetts Health and Educational Facilities Authority
99 Summer Street, LOth Floor
Boston, MA 021L0
Attention: General Counsel

<PAGE>
FacsimiLe: (6L7) 737-8366
Telephone : (61,7) 737 -8377

(h) if to Lhe Certificate Issuer, to:

The Bank of New York (De1aware), as Ðelaware Trustee for
Massachusetts RRB Special Purpose Trust WMECO-L
700 White C]ay Center
Route 273
Newark, Delaware 1-9'7tL
Attention: Compliance
Facsimil-e: (302) 283-8298

ï 
Telephone: (302) 45]--2500

/

with a copy to:
The Bank of New York
101 Barclay Street
Floor 12 East
Ne\A/ York, NY t0286
Attention: ABS Unit
Facsimile: (2L2) 8L5-5563
Telephone ¿ (2L2) 815-5368

(with copies to the Agencies at the addresses list,ed herein)

(i) as to each of the foregoing, at such other address as shalf be
designat,ed by written notice to t,he oLher parties.

Section 8.04. Assignment. Notwithstanding anything to the contrary
conLained herein, except as provided in Section 6.04 and as provided in the
provisions of this Agreement concerning the resignation of the Servicer, this
Agreement may not be assigned by the Servicer.

Section 8.05. Límitations on Rights of Third Parties. The provisions
of this Agreement are sol-el-y for the benefit. of the Servicer, the Note Issuer,
the Noteholders, the Certificateholders, Lhe Note Trustee, the Certificate
Trustee, the Delaware Trustee, the Agencies, Lhe Certificate Issuer and the
other Persons expressly referred to herein and such Persons shafl have the right
¡to enforce the relevant provisions of this AgreemenL, except that the
lsotehoLders and the Certificateholders shall be entitled to enforce their rights
against the Servicer under this AgreemenÈ so1e1y through a cause of action
brought for their benefit by Lhe Note TrusÈee or the Certificate Trustee, as the
case may be. Nothing in t,his Agreement, \^/hether express or implied, shafl be
construed to give to any other Person any legal or eguitable right, remedy or
cLaim in the Transiti.on Property or under or in respect of thís Agreement or any
covenants, conditions or provisions
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<PAGE>
contained herein.

Section 8.06. Severability. Any provision of this Agreement that is
rrohibited or unenforceable in any jurisdiction shaLf, as to such jurisdicLion,
"e ineffective to the extenL of such prohibition or unenforceability wit,hout
invalidating the remaining provisions hereof, and any such prohibition or
unenforceability in any jurisdiction shall not inval-idate or render
unenforceabl-e such provision in any other jurisdiction.

SecLion 8.07. Separate Counterparts. This Agreement may be executed by the
part.ies hereto in separate counterparts, each of which when so executed and
delivered shall be an original, but all such counterparts sha11 together
constitute but one and the same instrument.

Section 8.08. Headings. The headings of the various Articles and Sections
herein are for convenience of reference only and shal-l not define or limit any
of the terms or provisions hereof.

Section 8.09. Governing Law. This Agreement shal-L be construed in
accordance with t.he substantive laws of The Commonwealth of Massachusetts,
without giving effect to its conflict of law or other principles that would
cause the application of the l-aws of another jurisdiction, and the obligations,
rights and remedies of the parties hereunder sha11 be determined in accordance
wiLh such l-aws.

Section B. L0. Assignment to Note Trustee. The Servicer hereby acknowledges
and consents to the collateral assignment. or pledge of, or grant of a security
interest in, any or all of the Note Tssuer's rights and obligations hereunder to
the Note Trustee for the benefit. of the holders of the Notes and to the further
assignment of the Note Trustee's rights and obligations under the Note Indenture
,to the Certificate Trustee for the benefit of Lhe holders of the Certificates.

Section 8.11. Nonpetition Covenants. Notwithstanding any prior termination
of this Agreement or the Note Indenture, but subject to the DTE's right to order
ttre sequestration and payment of revenues arising with respect to the Transition
Property notwithstanding any bankrupLcy, reorganization or other insolvency
proceedings with respect to the debtor, pledgor or transferor of the Transition
Property pursuant to Sections 1H(d) (5) and l-H(e) of Chapter L64 of the
Massachusetts General- Laws, Lhe Servicer shall- not, prior to the date which is
one year and one day after the termination of the NoEe ïndenture with respect to
the Note Issuer, petition or otherwise invoke
<PAGE>
or cause the Not.e fssuer or the Trust to invoke the process of any court or
governmental authorit,y for the purpose of commencing or sustaining a case
against the Note fssuer or the Trust under any federal or staLe bankruptcy,
insolvency or similar law or appointing a receiver, liguidator, assignee,
trustee, custodi-an, sequestrator or other similar official of the Note Issuer or
the Trust or any substantial part of the properLy of the Note Issuer or the
Trust, or ordering the winding up or liquidation of the affairs of the Note
Tssuer or Lhe Trust.

IREMATNDER oF PAGE INTENTIONAI,I,Y LEFT BLANK]

IN WITNESS WHEREOF, the parties hereto have caused this Transítion Property
Servicing Agreement. to be duly executed under seal- by their respective officers
as of the day and year first above written.

WMECO FUNDTNG LLC,
Note fssuer

By, /s/ Randy A. Shoop

Name: Randy A. Shoop

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 720 of 732



Page26 of 37

Title: President

!ìIESTERN MASSACHUSETTS ELECTRTC COMPANY,
Servicer

By: /s/ nandy a. Shoop

Name: Randy A. Shoop
Title : Assistant Treasurer-Finance

EXHÏBIT A

CERTTFICATE OF COMPLIANCE

The undersigned hereby certifies that he/she is the duly eLected and acting
t_l of üIestern MassachusetEs Electric Company, as servícer (the
"Servj-cer") under the Transit,ion Propert,y Servicing Agreement, dated as of May
A7, 20OI (the "servicing Agreement"), between the Servicer and WMECO Funding LLC
(the "Note rssuerrÌ), and further certifies on behalf of Lhe Servicer that:

L. A review of the actívities of the Servicer and of its performance under
theServicingAgreementduringthet-]monthsendedDecember31,
201_l has been made under the supervision of the undersigned pursuant to Section
3.03 of the Servicing AgreemenÈ; and

<PAGE>

\ 2. To the undersigned's knowledge, based on such review, the Servicer has
fu1fi11ed a1l- of its material obligations in a1l- material respects under the
Servicing Agreement t.hroughout the t I months ended December
3a, 201_1 , except as list,ed on Annex A hereto.

Executed as of this _ day of ' 20-.

WESTERN MASSACHUSETTS ELECTRIC COMPANY,
Servícer

By:

Name:
Title:

ANNEX A TO EXHIBIT A

LIST OF SERVÏCER DEFAUI.TS

Nature of Default Status

\
I ¡xHrBrr B

FORM OF ROUTINE TRUE-UP ADVTCE LETTER

lDatel

ADVICE
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DEPARTMENT OF TELECOMMT]NICATIONS AND ENERGY (THE NDEPARTMENTtr) OF THE
1OMMONWEALTH OF MASSACHUSETTS

SUBJECT: Periodic RTC Charge True-Up Mechanism Advice Filing

Pursuant to D.T.E. Docket No. 00-40 (the uFinancing Order"), Western
Massachusetts ELectric Company (UWMECO"), as servicer of the RRBs or any
successor Servicer and on behalf of the trustee for the SPE Debt Securities as
assignee of the special purpose entity (the "sPE"), sha1l apply for adjustment
to the RTC Charge no laler than 1-5 days prior to each anníversary of the date of
the Financing Order and at such additional intervaLs as may be provided for in
the Financing Order. Any capitalized terms not defined herein shafl have the
meanings ascribed thereto in the Financing Order.

PURPOSE

This filing establishes the revised RTC Charge to be assessed and collected from
all Seller customers and ratepayers taking the delivery, Lransmission,
distribution, back-up, maintenance, emergency and any other delivery or
<PAGE>
energy service provided by Seller to such customer within the territory in which
Seller serves customers, regardless of that customer's source of eLectric power,
whether or not energy is purchased from WMECO or any TPS, and whether or not
such distribution system is being operated by WMECO or a successor distribuLion
company ("Retail customers") The RTc Charge is a usage-based component of the
transition charge on each Retail Customer's monthly bill and may include in the
future a component of any exit. fee collected pursuant to M.G.L. c. !64, Section
fG(g), until- the Total RRB Payment Requirements are discharged in full. In the
pinancing Order, the Department authorized WMECO to file Routine True-Up Letters
þrior to each anniversary of the date of the Financing Order and at such
additional intervals, if necessary, as provided for in the Financing Order.
WMECO, or a successor Servicer, is authorized to file periodic RTC Charge
adjustments to the extent necessary t.o ensure the timely recovery of revenues
sufficient to provide for the payment of an amounL equal to the sum of the
Periodic RRB Payment Reguirements (as defined in the Financing Order) for the
upcoming year, which may include índemnity obligations of the SPE in the RRB

transaction documents for SPE officers and directors, Èrustee fees, liabilities
of the special purpose trust and liabilities to the underwriters relaLed to the
underwriting of Èhe RRBs. Routine True-Up Letter filings are those in which
WMECO uses the methodology approved by the Department in Èhe Financing Order to
adjust upward or downward the existing RTC Charge.

Using the methodology approved by the Department in the Financíng Order, thís
filing modifies the variables used in the RTC Charge cafcuLation and provides
t,he resulting modified RTC Charge. TabLe I shows the revised assumptions for
each of the variables used in calculating the RTC Charge for Retail Customers.
The assumptions underlying the current RTC Charges \¡/ere filed in an [Issuance]
Advice Letter, dated , 200

TabLe I below shows the current assumptions for each of the variables used in
the RTC Charge caLcuLation.

TABLE Ï
TNPUT VALUES FOR RTC CIIARGE

Period from to

ForecasLed retail kWh sales
Forecasted percent of Retail
Percent of Retail Customers'

for t,he period:
customers' biLl-ed amounts charged-off :

billed amounts charged-off :
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<PAGE>
Weighted average days sales outstanding:
(calculated as follows)

Percent of billed amounts collected ín current month:
Percent of billed amounts collected in second month after billing:
Percent of billed amounts coLlected in third monLh after billing:
Percent of bil1ed amounts collected in fourth month after billing:
Percent of billed amounts collected in fifth month after billing:

Forecasted ongoing interest and transaction expenses (incLuding any already
accrued but unpaid for the period):
Current Overcollateralization Subaccount bafance:
Scheduled Overcollateralization Subaccount
balance at the end of the period:
Current Capital Subaccount balance:
lnitial Capital Subaccount balance:
Current RRB outstanding balance:
Scheduled RRB outstanding bal-ance at the end of the period:
Current Reserve Subaccount balance:
The adjusted RTC Charge calculated for Retail cents/k!'fh
customers is as foLLows:

EFFECTTVE DATE

In accordance wiuh the Financing order, Rout,ine True-Up Lett,ers for annual RTc
Charge adjusLments sha11 be filed prior to Lhe anniversary of the Financing
Order, or more frequently if necessary, with the resulting changes to be
effective on the first day of the succeeding calendar month, or such date as may
be specified in the Routine True-Up Letter, as long as such effecLive date is at
least 15 days after the filing of such Routine True-Up Letter. No approval by
Èhe Department is required. Therefore, these RTC Charges sha11 be effective as
of

hottct

Copies of this filing are being furnished to the parties on the attached service
list. Notice to the public is hereby given by filing and keeping this filing
open for public inspection at WMECO's corporate headquarters.

EXHIBIT C

FORM OF MONTHLY SERVICER CERTIFICATE

Pursuant to Section 4.01(d) (2) of the Transition Property Servicing
AgreemenÈ, dated as of May L7, 20Ot (the "Agreementtr), beLween Western
Massachusetts Electric Company, as servicer (the "Servicer") and T¡¡MECO Funding
LLC, the Servicer does hereby certify as foflows:

Capitalized terms used herein have their respective meanings as seL forth
in the Agreement.

For the Monthly Period:
<PAGE>
L. Billings:

a) Monthly kWh Consumption:
b) Applicable RTC Charge:
c) Total RTc charge Amount Billed this Month:
d) Cumulative RTC Charge Amount Bi11ed this

Remittance Period:

lz. Remittances:

a) TotaL Amount Remitted this Mont,h:
b) Cumu]ative Amount Remitted this RemiLtance Period:
c) 'RTC ?" (calculated in accordance with Annex II to the AgreemenL) for

this Monthly Period:
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3 . Draws on SubaccounLs:

a) Reserve Subaccount Draw Amount this Month:
b) Cumulative Reserve Subaccount Draw Amount this Remittance Period

(net of funding):
r) OvercollateraLization SubaccounL Draw Amount this Month:

d) CumuLative Overcoll-ateralization Subaccount Draw Amount this Remittance
Period (net of funding) :

e) Capital Subaccount Draw Amount this Month:
f) Cumul-ative Capital Subaccount Draw Amount this Remittance Period

(net of funding):
4. Balances in Collection Account and Subaccounts:
a) Balance in Collection Account
b) Balance inOvercollaÈeralization Subaccount
c) Required Overcollateralization Level
d) Balance in Reserve Subaccount
e) Balance in Capital Subaccount
f) Reguired Capital Level

Executed as of this day of

WESTERN MASSACHUSETTS ELECTRTC COMPANY,

Servicer

By:

Name:
Title:

EXHIBÏT D

FORM OF QUARTERLY SERVICER CERTIFICATE

Pursuant to Section 4.Ol-(d) (3) of the Transition Property Servicing
Agreement, dated as of May _, 2001, (the "AgreemenL"), between western
Massachusetts Electric Company, as Servicer and WMECO Funding LLC, the Servicer
does hereby certify, for the Current, Payment Date, as foflows:

Capitalized terms used herein have Lheir respective meanings as set forLh
in the Agreement. References herein to certain sections and subsections are
references to t.he respective sections of the Agreement.

l-. RTC Charge ColLections and Aggregate Amounts Available for
<PAGE>

t,he Current Pa)¡ment Date:

i. AmounL Remitted lMonth] lYear]
ii. Amount Remitted [Month] lYear]
iii Amount. Remitted lMonth] lvearj
iv. Amount Remitted [Month] lYear]
v. Amount Remitted [Month] lYear]
vi. Amount Remitted lMonth] [Year]
vii Amount Remitted [Month] [Year]
viii Amount RemiLted [Mont.h] [Year]
ix. Total Amount Remitted for this Period (sum of i. through viii. above):

I X. Net Earnings on Collection Account:
l xi . Expenses Paid to Dat.e:

xii. General Subaccount Balance (sum of ix. and x. above minus xi.):
xiii.Reserve Subaecount Balance
xiv. Overcollateralization Subaccount Balance
xv. CapiLal Subaccount Balance
xvi. ColLection Account BaLance (sum of xii. through xv. above):
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2. OutsLanding erincipal Balance as of Prior PaymenL
Date by Tranche:

i. Class A-1 Principal Balance Outstanding Note/Certificate:
ii. Tota1 NoÈe/Certificate Principal Balance:

3. Required Funding/Pa)¡ments as of Current Payment Date

a) Projected Principal Balances and Palrments

Projected Quarterly
Prì-ncipal Princípa1
BaLance Due

i. Class A-L
Note/Certificate

ii. Tot.al Projected
Principal Amount:

b) Required Interest Pa)¡ments

Note/Cert Days in Interest
Interest Applicable Due

Rate Period

i. Class A-1
Note/Certificate

ii. Total Required
ïnterest Amount:

) ") Projected Subaccount Pa)¡ments and Levels

Subaccount Projected Funding
r,ãve1 Required

<PAGE>
i. Capital

Subaccount:
ii . Overcollateraliza-

tion Subaccount:
ii TotaL Subaccount
i. Palzments and

Levels:

4. Al-location of Remittances as of Current Payment Date PursuanL
to Section 8.02 (d) of Note Indenture:

a) Quarterly Expenses

Net Expense Amount (Payable on Current Payment Date)

i. Note, Delaware and CertÍficate Trustee
Fees and Expenses:

ii. Quarterly Servicing Fee:

íii .Quarterly AdministraÈion Fee :

iv. operating Expenses (subject to $100,000 cap):
v. TotaL Expenses:

b) Quarterly InLerest

Per $1000 of Aggregate
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Original Principal
Amount

i . Class A- l-
Note/Certificate

ii. Total Quarterly
Interest:

c) Quarterly Principal

Per $l-000 of Aggregate
original Principal

Amount

i. Class A-1
NoLe/Cert, i f i cate

ii. Total Quarterly
Principal:

d) Other Pa)¡ments

i. Operating Expenses (in
excess of $L00,000):

ii. Funding of Capital
Subaccount (to required
amount) :

iii.Funding of
Overcol 1 ateral i zat ion
Subaccount (to reguired level-) :

<PAGE>

,, iv. Deposits to Reserve Subaccount:
v. Interest earnings on

Capital Account Released
to Nofe Issuer:

e) Aggregate Pa)¡ments Pursuant
to Section 8.02 (d) (i) of Note Indenture

i. To Note Trustee,
Certificate Trustee and
Delaware Trustee:

ii To Agencies and
CerLificate Issuer:

5. Outstanding Principal Balance and Collection Account Balance as of Current
Payment Date (after giving effect to payments to be made on such
distribution date):

a) Principal Bal-ance Outstanding:

i. Class A-l- Principal Balance Outstanding
Note/certificate :

ii. Total Note/Certificate Principal
BaLance:

, b) CollecLion Account BaLances Outstanding:
)

i. Capital Subaccount:
ii. overcollateralization Subaccount :

iii. Reserve Subaccount :

iv. Tot,al- Subaccount Amount:

6. Subaccount Draws as of CurrenL Pa)¡ment Date (if applicable, pursuant to
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Section 8.02 (e) of Note Tndenture) :

i. Capit.al Subaccount:
ii. OvercolLateralization Subaccount :

iíi . Reserve Subaccount :

. iv. Total- Subaccount Draws:

7. Shortfalls in Interest and Principal Payments as of CurrenL Pa)¡ment Date
(if applicabLe) :

a) Quarterly fnterest Shortfall

i. Class A-1 Note/Certificate
ii. Total Quarterly Tnterest Shortfall-:

b) Quarterly Principal Shortfall
<PAGE>

i. Class A-l- Note/Certificate
ii. Total Quarterly Principal ShortfaLl:

8. ShortfaLls in Required Subaccount Levels as of Current Distribution Date:

i. Capital Subaccount
ii. OvercollateraLization Subaccount :

iii.Total Subaccount Shortfafls :

IN WITNESS V{HEREOF, the undersigned has duly executed and delivered this
Quarterly Servicer Certificate under seal this
20- .

l

day of

WESTERN MASSACHUSETTS ELECTRIC COMPANY,
Servicer

By:

Name:
TitLe;

SCHEDULE 4.01 (a)

Expected Amortization Schedule

<TABLE>
<CAPTTON>
Pa)¡ment Outstanding Payment Outstanding

Date Principal Date Principal
Amount AmounL

<s> <c> <c> <c>
closing L55, 000, 000 9 /L/2007 89, 888, 002
12/t/200L ]-52,3t7 ,336 t2/L/2007 86,'73]. ,394
3/t/2002 'J,49,568,944 3/L/2008 83,26]-,952
6/L/2002 L47,t84,844 6/L/200e 79,975,484
9/L/2A02 ]-44,980,067 9/t/2008 76,552,625

i-2/t/2002 L42,742,L70 1,2/t/2008 73,7,76,352
lz/t/zooz r4o,2ts,77s 3/1,/2oog 6s,496,63s
6/t/2003 L37,769,289 6/1,/2009 6s,893,553
9/t/2003 1-35,383,097 9/1,/2009 62,343,]-37
t2/L/2003 !32,959,538 a2/1/2009 58,735,305
3/1,/2004 t30,247 ,945 3/L/201,0 54,8L4,526
6/t/2004 1,27 ,628,222 6/L/201,0 50,9'7O,2rO
9/t/2004 t2s,07B,42s 9/L/20i-0 4i ,17s,396
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L2/1-/2004 L22,488,629 L2/1,/20]-0 43,32s¡07-3
3 /t/2oos rt9 ,6Li",970 3 /1-/201-1, 39 ,asl,564
6/1,/20os 116,822,982 6/t/20L:- 3s,0s6,79s
9/t/2005 Lt4,098,464 9/1-/20ar 3r-,007,335
1t2/t/200s Ll-1,330,951 1,2/1,/20ri, 26,891-,es6
i/1,/2006 ]-08,267,623 3/L/20!2 22,45t,624
6/1,/2006 L05,293,0L6 6/t/20t2 !8,078,675
9 /l/2006 t02 ,393 ,i60 9 /1-/201-2 i-3, 750, 638
</TABLE>
<PAGE>
<TABLE>
<s> <c> <c> <c>
1,2/1,/2006 99,428,304 12/t/20t2 9,35L,8]-2
3/1,/2007 96,167,724 3/1,/201,3 4,636,24r
6/1/2007 92,994,977 6/1,/20ß 0

</taelE>

ANNEX I

SERVICTNG PROCEDURES

The Servicer agrees to comply with t,he following servicing procedures:

SECTÏON 1. DEFINITTONS

(a) Capitalized terms used herein and not otherwise defined herein
shaIl have the meanings set forth in the Agreement.

(b) lrlhenever used in this Annex T, the following words and phrases
,sha11 have the following meanings:
\f

"Bil-Led RTC Chargesrrmeans the doIlar amounts billed to Customers or the
Applicable TPS in respect of the RTC Charge, whether bil1ed Lo Customers or
the Applicable TPS by t.he Servicer or to Customers by a TPS pursuant to a TPS
Service Agreement.

'rservicer Policies and Practices" means, with respect to the Servicer's
duties under this Annex I, the policies and practices of the Servicer applicable
to such duties t.hat the Servicer foIlows with respect to comparabLe assets that
it, services for itseLf or ot,hers, as in effect from time to time and in
accordance with DTE RegulaLions. The Servj-cer sha1l provide ten days' prior
written notice to the Rat,ing Agencies of any amendment to the Servicer Policies
and Practices that, would adversely affect in any material respect the
NotehoLders or CertificatehoLders.

SECTION 2. DATA ACQUTSITTON

(a) InstaLLation and Maintenance of Meters. Except to the extent that
a TPS is responsibLe for such services pursuant to a TPS Service AgreemenL,
the Servicer shal-L cause to be installed, replaced and maintained meters in
accordance with the Servicer Policies and Practices.

(b) Meter Reading. In accordance with the Servicer Policies and
Practices, the Servícer shall obtain usage measurements for each Customer,'
provided, however, that the Servicer may determine any Customer's usage on
the basis of estimates in accordance with applicable DTE Regulations,'and,
provided, further, that. the Servicer may obtain usage measurements from the
Applicable TPS for Customers receiving meter reading services from such
<PAGE>
TPS if the applicable TPS Service Agreement so provides.

(c) Cost of Metering. The Note Tssuer shall not be obligated to pay
any costs associated with the metering duties set forth in Lhis Section 2,
including the costs of insÈaIling, replacing and maintaining meters, nor
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shall the Note Issuer be entitled to any credit against, the Servicing Fee for
any cost savings realized by the Servicer or any TPS as a result of new
metering and/or billing technologies.

SECT]ON 3. USAGE AND BTLL CALCULATTON

The Servicer shall obtain a calculation of each Customerrs usage (which
may be based on data obtained from such Customer's meter read or on usage
estimates determíned in accordance with applicable DTE Regulations) in
accordance with Lhe Servícer Policies and Practices and shalf determine
Lherefrom Billed RTC Charges,' provided, however, thaL in the case of
Customers served by a TPS pursuant to a TPS Service Agreement, the Servicer
may obtain usage measurements from the Applicable TPS for Customers receiving
meter reading services from such TPS if the applicable TPS Service Agreement
so provides and shalf determine therefrom Bi11ed RTC charges.

SECTION 4. BILLING

(a) The Servicer shal-l implement the RTC Charge as of the Closing Date
and shall thereafter bill each Cust.omer or Èhe Applicable TPS for each
Customer's Bi11ed RTC Charges in accordance with the provisions of this
Section 4.

(b) Frequency of Bills; Billing Practices. In accordance with the
Servicer Policies and Practices, the Servicer sha11 generate and issue a BilI
to each Customer, or, in the case of a Customer who is beíng billed by a TPS,
to the Applicable TPS, with respect to such Customer's Billed RTC Charges.
In the event that the Servicer makes any material modification to the
Servicer Policies and Practices, ít sha11 notify the Note Issuer, the Note
Trustee, the Certificate Trustee and the Rating Agencies as soon as
practicable, and in no event later than 60 Servicer Business Days after such

,modification goes into effect; provided, however, that the Servicer may not
jhake any modification that wiLl materially adversely affect the
Certificateholders.

(c) Format.

(i) Each Bill to a Customer shal1 contain a Transition Charge that
shall include the RTC Charge owed by such Customer for the applicable
<PAGE>
billing period.

(ii) Each BiIl in which the Transition Charge is l-isted as a line
item shall contain a statement (as a footnote) to the effect that aLf or a
porLion of the Transition Charge is owned by the Note Issuer and not, the
Sel1er.

(iii)The Servicer sha1l conform to such requiremenLs in respect of Lhe
format, strucLure and text of Bi1ls delivered to Customers and TPSs as
applicable DTE Regulations shall from time to time prescribe. To Ëhe extent thaL
Bill format, structure and text are not prescribed by applicable law or by
applicable DTE Regulations, the Servicer shaf1, subject to clauses (i) and (ii)
of this subsection (c), determine the format, structure and text of all- Bi11s in
accordance with its reasonable business judgment, the Servicer Policies and
Practices and historical practice.

(d) Delivery. Except as provided in the next sentence, the Servicer
shall- deliver all Bills to Customers (i) by United States mail in such class
,or classes as are consistent with the Servicer Policies and PracLices or (ii)
iny uny other means, whether electronic or otherwise, that the Servicer may
from time to time use in accordance with the Servicer Policies and Practices.
Tn the case of Customers thaE have elected to be billed by a TPS, the
Servicer shal-l- deliver all Bills to the Applicable TPSs by such means as are
mutually agreed upon by the Servicer and the Applicable TPS in Èhe TPS
Service Agreement and which are consistent with DTE Regulations. The
Servicer or a TPS, as applicable, sha11 pay from its own funds all costs of
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issuance and del-ivery of all Bills that it renders, including printing and
postage costs as the same may increase or decrease from time to time.

SECTION 5. CUSTOMER SERVICE FI'NCTIONS

, The Servicer or a TPS to the exÈent provided in the applicable TPS Service
Agreement shal1 handle all Customer inguiries and other Customer service matters
according to the Servicer Policies and Practices.

SECTION 6. COLLECTIONS; PAYMENT PROCESSING; REMITTANCE

(a) Collection Efforts, Policies, Procedures.

(i) The Servicer shall coLlect Billed RTC Charges from Customers
and TPSs as and when the same become due in accordance with such collection
procedures as it, follows with respect to comparable assets that it services
<PAGE>
for itself or others, including the following:

(A) The Servicer shall prepare and defiver overdue notices to
Customers and TPSs in accordance with applicable DTE Regulations and the
Servicer Policies and Practices.

(B) The Servicer shaLL deLiver past-due and shut-off notices in
accordance with applicable DTE Regulations and the Servicer Policies and
Practices.

(C) The Servicer sha11 adhere to and carry out disconnection
poticies and t.ermination of billing by a TPS pursuant to a TPS Service
Agreement in accordance with Massachusetts General La\^/s Chapter 164, tL6,
L24-L24I or successor provisions, applicable DTE Regulations and the Servicer
.Policies and Practices.

(D) The Servicer may employ the assistance of collection agents in
accordance wit.h applicable DTE Regulations and the Servicer Policies and
Practices.

(E) The Servicer shall apply Customer and TPS deposits to the
payment of delinquenL accounts in accordance with applicable DTE Regulations
and the Servicer Polices and Practices.

(ii) The Servicer shal1 not waive any late payment charge or any
other fee or charge relating to delinquent paymenLs, if any, or waive, varY
or modify any terms of payment of any amounts payable by a Customer, in each
case unless such waiver or act.ion: (A) wou]d be in accordance with the
Servicer Policies and Practj-ces, (B) would not materially adversely affect
the Certificateholders and (c) would comply in aLl- material respects with
applicable Iaw.

(iii) The Servicer shal-I accept paymenÈ from Customers in
respect of Billed RTC Charges in such forms and met.hods and at such times and
places in accordance with the Servicer Policies and Practices. The Servicer
shall accept pa)¡ment from TPSs in respect of Billed RTC Charges in such forms
and methods and at such times and places as the Servicer and each TPS shall-
nutually agree in accordance wit.h the applicabfe TPS Service Agreement and
applicable DTE Regulations.

(b) Pa)¡ment Processing, Allocation, Priority of Payments. The Servicer
¡shal1 post all payments received to Customer or TPS accounts as promptly as
./practicable, and, in any event, substantially all payments shall be posted no

<PAGE>
later than one Servicer Business Day after receipt.

(c) Investment of RTC Charge Payrnents Received. Prior to remittance on
the applicable Remittance Date, the Servicer may invest RTC Charge Pal¡ments
at its own risk and for its own benefit, and such investments and funds sha11
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not be required to be segregated from the oÈher investments and funds of the
Servicer. The Servicer shall be entitled to retain as addiEional
compensation any interest earnings on RTC Charge Pa)¡ments invested by it.

(d) Cal-culation of RTC Charge Pa)¡ments; Remittances. fn accordance
.,ith Section 4.03 (a) of the Agreement, the Servicer shaLl remit to the Not,e'Trustee for deposit in the Col-Lection Account an amount equal to the RTC

Charge Pa)¡ments calculated in accordance with the methodology described in
Annex fI attached to the Agreement.

(e) Remittances.

(i) The Note Issuer shaLl cause to be estabLished the Collection
Account in the name of the Note Trustee in accordance with Section 8.02 of
the Note Indenture.

(ii) The Servicer shall make or cause to be made Remittances to the
Collection Account in accordance with Sectj-on 4.03 of the Agreement.

(iii)any change of account or change of institution affecting the
Collection Account shall noL take effecL until the Note Issuer has provided at
least fift.een (L5) Servicer Business Days written notice thereof to the
Servicer,

SECTTON 7. TPSS

fn the evenL a TPS performs services pursuant to a TPS Service Agreement,
the Servicer shal1 comply with the procedures set forth in Schedule A to t.his
Annex f.

SCHEDULE A

/ TO ANNEX I

Additional- Servicing Procedures Applicabl-e to TPSs

l-. Establishing TPS Relationship

In addition to any actions reguired by the DTE or by applicable law, for
each TPS that is responsible for collecting Bi1led RTC Charges, the Servicer
sha1l take the following steps:
<PAGE>

(a) Maintain adequate records of the payment arrangement applicable to
such TPS;

(b) Maintain copies of alL Customer requests to convert to billing by a
TPS,.

(c) verify \^'ith t,he DTE that each TPS is licensed to supply electricity
in MassachusetLs,.

(d) Obtain information from the TPS including, but not limited to:
name, contact, address, telephone facsimile transmissíon number and
internet address;

(e) Maintain and update records of Customers to permit prompt reversion
to dual-billing;

!/ (f) Maintain estimates of one monLh's maximum RTC Charge Pa)¡ments for
each TPS required to post, a bond, l-etter of credit or cash deposit
pursuant to the applicable TPS Service Agreement; and

(g) Comply with credit conditions set out in the Financing Order and
applicable TPS Service Agreement.

D.P.U. 10-170 
Attachment AG-1-12(a) 
Page 731 of 732



Page37 of37
2. Monitoring TPS Obligations

(a) The Servicer shal-I reguire each TPS to pay all undisputed and alf
disputed Billed RTC Charges or make a financial arrangement for such
payment according to t.he applicable TPS Service Agreement; and

(b) For all TPSs subject to any remittance option where such TPS is
liab1e for all amounts biiled in respect of Customers served thereby
regardless of the amounts received therefrom, the Servicer sha11 monj-tor
payment compliance and take all actions permitted by t,he DTE and the
Financing Order in the event of a default in payment.

3. Enforcing TPS Obligations

The Servícer shall prompt.ly take all actions specified by the Financing
Order with respect, t,o amounts not remitted to the Servicer in accordance with
the payment terms specified by the Financing Order, in addition to any other
remedies available at 1aw.

ANNEX II
REMITT.ANCE METHODOLOGY

</TEx't>
</DocuMENT>
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